ror & 


Np 


SF PREFAR 


SBRSASRBS 


Pete see 


§ Feeers 


BAAR PROS 


President; Ricuarp A. Witty, F.S.A.A. 
Vice-President: FRED WOOLLEY, J.P., F.S.A.A. 


“ACCOUNTANCY 


Victoria Embankment 
London, W.C.2 


Secretary: A. A. GARRETT, M.B.E., M.A. 
Deputy Secretary: Leo T. LITTLE, B.Sc. 


VOL. LVI (Vol. 7 New Series) 


March, 1945 


Number 619 


PAGE 


CONTENTS 


LEADING ARTICLES 


PAGE 


PROFESSIONAL NOTES - FINANCE 3 
Agreement atJYalta ... ... 103 Small Businesses : War The Month in the City... 118 
and Town Planning Acts ... 107 iar? from Published Accounts 119 
International Business Confer- : p 
ones 103 E.P.T. Capital—What is an ya 
$! ad sh, iss ate Sa 
Northern ‘Industrial Group .. 104 then! rte Notes 120 
Post-War Careers i 1044 ioe Sommitiog’s Pat ---. The Emergency Acts and Orders 120 
Accountants and Trade Asso- ARTICLE: Farm Valuations ... 113 SOCIETY OF INCORPORATED 
ciations 104 P.A.Y.E.—Dischatge of om, ACCOUNTAN TS 
Structure of British Industry... 105 ‘ 1943-44 om EF: oF ee ames Martin riba <a 
aes, ; emporary dings iia te ibition ye se 
Percy me anya RSF i oe TRADE WITH BELGIUM ... « 114 Results of Examinations oo ie 
The Society’s E ti * 105 Recent Tax CASEs ... 115 Scottish Branch ... a «ef 
ety’s Examinations .:. ACCOUNTING PRINCIPLES—IX 116 New Year Honours ce Cs a 
ScotTisH BRANCH : Presentation to Personal Notes atl sce V¥hae 
EDITORIAL Secretary met “a0 .. 117 ~ Removals ... “as tea --- 122 
The Income Tax Bill ... --- 106 Booxs RECEIVED ... - 117. Obituary... sea ‘ «. 122 


Agreement at Yalta 

In a well-known speech, Mr. Churchill stated that 
we had reached “the end of the beginning.” 
Conference at Yalta, at which Mr. Churchill, President 
Roosevelt and Marshal Stalin agreed on the policy 
to be adopted towards Germany after defeat, is the 
first official suggestion that we are now at the 
beginning of the end. The plans announced were well 
received in each of the teres Allied countries, and the 
extent of the agreement reached is a favourable point 
for a successful working of the proposed international 
organisation to maintain peace and security. On the 
economic side, the chief effect of the decisions will be 
the elimination or control of all German industry 


imposition of reparations to ensure that Germany 
makes compensation in kind to the greatest possible 
extent for the damage she has inflicted. It may be 
taken for granted that on this occasion the Allies will 
not permit the payment of reparations to be evaded, 
as they were after the last war, by the deliberate 
inflation of the German currency and by borrowings 
from abroad. Provided the occupying powers retain 
control both of the German economy and of 
German monetary policy, it is thought that the 
necessary transfer can be effected ; and it is for the 
recipients to see that the reparations do not have 
adverse effects on their own economy. It has been 
decided that the Reparations Commission is to work 
in Moscow. , 
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that could be used for military production, and the. 


NOTES 


International Business Conference 


The International Business Conference at Rye 
could not, of its nature, be expected to produce 
concrete proposals. It was interesting chiefly as the 
first occasion since the outbreak of war for an exchange 
of views between business men of many nations, and 
its chief contribution was to help in defining the areas 
of agreement and disagreement between conflicting 
national views. Probably the most encouraging 
outcome, from the British viewpoint, was the sur- 
prisingly liberal declaration of policy by the American 
delegation, which included representatives of domestic 
U.S. industry as members of the National Association 
of Manufacturers, as well as American exporters. 
The statement of the American delegation frankly 

ises that an export of capital from the United 
States can be validated ‘“‘only by attaining an 
eventual excess of imports over exports.’’ It goes on 
to acknowledge the urgent need for a reduction of 
tariffs. throughout the world, and even recommends 
that “‘ to the extent that revisions in tariff may be 
necessary to reverse our previous American trade 
balances, such tariff revisions should be made.”’ This 
realistic approach is clearly a most constructive 
contribution towards a solution of the world’s most 
important problem in the sphere of international 
trade. 


On the other hand, British and American business 
views on the subject of cartels were obviously too 
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widely divergent to permit the section dealing with 
this question to do.more than recommend that 
governments should study the problem. The section 
dealing with currency relations, similarly, reserved 
its views on the Bretton Woods plan, but argued in 
favour of a post-war monetary system characterised 
by stable parities between currencies and by freedom 
of international payments. Not surprisingly, the 
conference laid great stress on private enterprise, and 
the U.S. delegation in particular declined to accept 
the necessity of government devoting its resources 
to or engaging in business enterprise : ‘‘ the resources 
of government are but the resources of its citizens, 
and in this area its activity is inherently competitive 
with theirs.” Finally, it is most encouraging to note 
the recognition of the section dealing with the all- 
important question of commercial policy that “ the 
decisive influence on world trade exercised by the 
level of economic activity in the major industrial 
countries deserves increasing attention.” A con- 
ference which succeeds in. producing so much sound 
common sense on these difficult and controversial 
matters has rendered valuable service to the cause of 
post-war reconstruction. . 


Northern Industrial Group 
_ We have received a copy of a “‘ Memorandum on 
the Government White Paper on Employment 
Policy.”” This has been published by the Northern 
Industrial Group, an association of individuals with 
experience on both sides of industry in the North- 
East. The group is a constituent body of the newly- 
formed North-East Development Association, which 
also comprises local authorities, development boards, 
chambers of commerce, river and harbour authorities, 


and Members of Parliament. The booklet urges the 


need for fuller information on a number of points 
covered by the White Paper, and for early and definite 
announcements on Government policy in relation to 
industry. It is recommended that the unfulfilled 
commitments of the Commissioner for the Special 
' Areas should pass to the Board of Trade, which 
should continue to be able to offer special inducements 
and assistance to industry in the areas. The form of 
assistance most needed is stated to be the provision 
of capital at low rates of interest in the form of 
unsecured loans or equity shares. If the Government 
would lend on these terms impartially to any 
suitable undertaking, this would meet the criticism 
previously made by firms already in the area of 
discrimination in favour of their newly-established 
competitors. The special problems of the transition 
from war to peace production are discussed, and 
stress is again laid on the importance of immediate 
decisions on policy, so that industry may be able to 
plan for the future, even though the date when plans 
can be put into effect must remain - undecided. 
Notification of cancellation of a war contract and 
authority to proceed with peace production should 
both be given in advance, and the rate of cancellation 
should as far as possible be synchronised with the 
“build-up rate” of peace production; so that em- 
ployment may be maintained. 
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hope that it will afford opportunities for co-operation 


them in policy. 
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Post-War Careers 

His Worship the Mayor of Southport has initiated 
a panel of business and professional people to assist 
men and women who on their return from service in 
H.M. Forces may need help and advice in the choice 
of a career or in obtaining suitable appointments. 
The Incorporated Accountants’ District Society of 
Liverpool have accepted the invitation extended to 
them to nominate a member to serve on this panel. 
We understand that a scheme has been inaugurated 
by the Nottingham Chamber of Commerce, and it is 
possible that similar arrangements may be made in 
other parts of the country. The Post-War Com- 
mittee of the Council has commended this develop- 
ment to the Branches and District Societies, in the 


with other organisations in their areas in this useful 
work for the benefit of ex-service men and women. 


Accountants and Trade Associations 

In a recent address to the London Society of 
Chartered Accountants, Sir Lynden Macassey, K.C., 

ve an interesting review of the development and 
iactiontae of trade associations, a subject on which 
there is comparatively little documentation. One of 
the points made was that neither trade associations 
nor trade unions have their origin in the medieval 
guilds, as is often suggested ; trade associations arose 
as the employers’ answer to trade unions, largely 
after the Trade Union Atct of 1871. Sir Lynden urged 
that accountants possess all the ae facie qualifi- 
cations for successful executives of trade associations, 
and might well extend still further into this field to 
the public advantage. As he said, a trade association 
deals with moving averages and index numbers, not 
with individual cases—a type of work for which the 
accountant is by training, experience, and outlook 
specially fitted. In addition, an accountant is as a 
rule a trained negotiator, whereas the temperament 
and training of most industrialists and businessmen 
tend to make irksome to them the finesse and delays 
involved in most negotiations. During the war, 
accountants have in fact been entrusted with some of 
the biggest negotiations between trade associations 
and the Government, and with their professional 
standing are well suited to gather confidential 
information to be communicated to the Executive 
Committee, without disclosure of details, to guide 


The point on which many people would be inclined 
to join issue with Sir Lynden is when he discusses the 
more controversial question of the economics of trade 
associations, and in particular defends the powers 
often taken by such bodies to control the selling 
prices of their members. Im this connection, Sir 
Lynden instanced the case‘ of an important industry 
“that was reduced to the direst straits through 
foreign competition:’? An association was formed and 
arranged a minimum price agreement, with the result 
that “ without any assistance from a tariff on im- 
ports, the industry was restored to reasonable 
prosperity, sales were increased, employment was 
extended, and active but healthy competition be- 
tween members of the industry introduced.” On 
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the other hand, it could be said that this prevented 
any exodus from an industry producing a commodity 
that could be more cheaply secured through imports 
instead of by direct production at home. One finds 


it difficult to believe, too, that many trade associa- . 


tions would be inclined regularly to fix prices at a 
level that would “force the inefficient ’—that is, 
one of their members—‘“‘ to improve his efficiency or 
force him out of business.’”” However, economists 
would agree that price regulation may do little or no 
damage to the interests of the consumer, vided 
that complete freedom of entry into the industry is 


maintained. So long as new competition may enter 


the industry, price maintenance cannot be pushed 
to the point of securing substantial monopoly profits 
for those already established. Both the critics and 
the defenders of trade associations, too, should be 
able to agree on the compromise, supported by Sir 
Lynden, that the details of every price maintenance 
arrangement should be deposited with the Board of 
Trade for their information. 


Structure of British Industry 


In recent years there has been much discussion of 
the increasingly monopolistic organisation of British 
industry, but few attempts have been made to 
measure this trend statistically. This has now been 
done in a paper read before the Royal Statistical 
Society by Mr. H. Leak, of the Board of Trade, and 
Mr. M.. A. Maizels. They have used data collected in 
connection with the 1935 Census of Production, but 
not hitherto summarised or published owing to the 
outbreak of war. The results show that there were 
close on 2,000 units in this country employing 500 
persons or more, with a total labour force of close on 
four million. The paper points out that a fundamental 
factor in monopolistic production is a high degree of 


concentration of output in the hands of one or | 


one group of firms. Some idea of the degree of con- 
centration in any individual trade, therefore, can be 


obtained by expressing the combined output of the - 


three largest units in the trade as a percentage of its 
total output. Such percentages are obtained for 249 
trades employing nearly nine-tenths of all industrial 
workers. e degree of concentration exceeds 70 per 
cent. in 32 trades, including condensed milk, wall- 
paper, dyes, petroleum, rubber tubes and tyres, and 
distilling. In a further 36 cases, the three largest units 
employed from 50 to 70 per cent. of the total. From 
the point of view of the consumer, monopoly in the 
production of individual commodities is of more 
importance than concentration of employment. Mr. 
Leak lists well over a hundred representative com- 
modities which in 1935 were monopolised by one or 
two firms. a 
_ Grants to Universities 

The probable financial needs of the universities in 
Great Britain during the first decade after the war 
have been the subject of a report by the University 


Grants-Committee to the Chancellor of the Exchequer... 


The Government’s response was announced by the 
Chancellor in the House of Commons on February 13. 
It is recognised that the universities cannot play 
the part which they should in the reconstruction of 
the national life without incurring. much larger 
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expenditure than before the war, and that a 


' Share of the new expenditure must be met by 
‘Exchequer. The present annual vote of {2,149,000 


will be increased, for each of the next two financial 
years, by a further¥2,000,000 for general university 
purposes, {1,000,000 for developments in the medical 
schools, and £500,000 for teaching hospitals. These 
will be reviewed at the end of the two years, 

as future requirements cannot now be forecast with 
any accuracy, and expenditure is likely to be heavier 
during the later years of the decade. Capital ex- 
penditure for the universities has in the past been 
met largely by private benefactions. The Govern- 
ment recognise that for the ten years after the war 
a substantial part of the money required will have to 
be provided by the Exchequer. These requirements 
are estimated at {18,750,000 on the basis of pre-war 
prices, with an additional £10,000,000, also at pre- 
war prices, for developments in the medical schools. 
In view of the restrictions on building, it is unlikely 
that much of this can be e ded within the next 
year or two. A token sum of £250,000 will accordingly 
be included in the estimates for the coming year, 
making a total of £5,900,000 as a grant in aid of 
universities, colleges, medical schools and _ teachi 
hospitals for 1945. The amount actually distribut 
during the year will be within the discretion of the 
University Grants Committee, who may retain any 
pert of the grant for distribution in future years. 

e series of questions asked by Members of Parlia- 
ment at the end of the statement showed the general 
interest in the adequacy of the provision for uni- 
versities. a: 

_ The Head of the Civil Service 

The position of Permanent Secretary to the 
Treasury and Head of the Civil Service, which becomes 
vacant by the retirement of Sir Richard Hopkins, 
has been filled by the appointment of Sir Edward 
Bridges, G.C.B. Sir Edward is already Secretary. of the 
War Cabinet, and for the time being he will combine — 


_ the two offices. This has given rise in some quarters to 


the suggestion that the title ‘‘ Head of the Civil 
Service,’ which has long been the subject of con- 
troversy, might more appropriately be held by the 
Secretary of the Cabinet than by the Permanent 


Secretary to the Treasury. 
Sir Richard Hopkins was appointed in 1942. Many 


_of our readers had pleasant associations with him in 


former years when he was Chairman of the Board of 
Inland Revenue. In their name we wish him many 
years of happiness in his retirement. 


The Society’s Examinations 

Candidates are reminded that their applications 
for the examinations to be held on August 1, 2 and 3, 
1945, must reach the Secretary of the Society of 
Incorporated Accountants at Incorporated Account- 
ants’ Hall not later than Tuesday, May 22. The 
Governors and Headmaster of Taunton School, 
Somerset, have again kindly granted facilities for the 
examinations to be held and for candidates to be 
accommodated in the School. Other centres will again 
be at Manchester, Leeds, Glasgow, Dublin and 
Belfast. 
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THE INCOME TAX BILL 


Readers will welcome the Bill that has been intro- 
duced in pursuance of the promise made by the 
Chancellor of the Exchequer in his Budget speech 
last year. It is a subject for congratulation that the 
Treasury have found it possible to produce such a 
‘formidable document in spite of the immense burden 
of work that rests on their shoulders. The Bill runs 
to no less than 56 pages, prefaced by an explanatory 
memorandum. The Chancellor has been better than 
his promise, since the Bill provides for certain of the 
reliefs to operate from April 6, 1944 (though they 
will not be given until the appointed day). This is 
particularly welcome at a time when the cost of the 
war is falling and businesses, in conjunction with the 
appropriate War Ministries, are in the throes of post- 
war planning. - 

Generations of accountants and their clients have 
pleaded for income tax relief on wasting assets. At 
no time could its introduction be more welcome than 
now.; 
of “a workmanlike and long overdue reform of indus- 
trial tax assessment with a major contribution to 
the re-equipment of industry after the war.’ 

The main allowances, each dealt with in a separate 
Part of the Bill, are : 

(1) An initial allowance of 10 per cent. of the cost 

of new industrial buildings and an annual 
1 a ag of 2 per cent. to write off the balance 
of cost 


(2) An initial allowance of 20 per cent. of the cost 


of new plant and machinery. 


(3) A depreciation allowance in the extractive 
industries (mines and oil wells) to write off 
the cost of capital assets whose life is limited 
to the life of the mineral or oil deposits. 


(4) An allowance for capital expenditure on farm 
buildings in so far as this expenditure does 
not rank for relief under the existing main-. 
tenance claim. 


(5) An allowance to write off expenditure incurred 
in acquiring patent rights (normally over 17 
years) and a corresponding charge on the 
vendor. 


‘The provisions that will affect most traders are 
those in connection with plant and machinery. 


it is, as The Times describes it, a combination’ 
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Not only is there the initial allowance of 20 per cent. 
of the capital expenditure incurred on the provision 
of plant and machinery, including second-hand as 
well as new, but there is also to be given a “ balancing 


_ allowance ” when plant is scrapped by a going con- 


cern, irrespective of whether or not it is replaced. 
A step in the other direction is that if the scrapped 
plant is sold at a profit, there is to be a “‘ balancing ” 
charge, not exceeding’ the allowances already given. 
If the plant is replaced, the trader may elect that 
the balancing charge shall not be made, but the profit 
be deducted from the cost of the new plant. The 
addition to the ordinary wear and tear allowances 
of one-fifth will be increased to one-fourth. 

It is well to emphasise here, even if it means 
repetition, that none of the allowances will come into 
operation until the appointed day, which Parliament 
will hereafter determine ; but when they do come 
into operation, certain of them will be retroactive 
to April 6, 1944. This has been misunderstood in 
some quarters. 

The allowance on agricultural buildings and works 
will apply whether the landlord or the tenant has 
incurred the cost, and is to be spread forward over 
ten years. 

In the case of industrial buildings (which include 
buildings provided for the welfare. of the workers, 
e.g., canteens, sports pavilions, etc.), the allowances 
will write off the cost in 45 years. Provision is made 
for a balancing allowance where the buildings are 
scrapped within that period, and for a balancing 
charge where they are sold at a profit. The deprecia- 
tion-of-factory allowance will no longer be necessary, 
and will be discontinued, subject to a transitional 
privilege given to the taxpayer. 

The reliefs for expenditure on scientific research, 
provided in the Finance Act, 1944, are to be retro- 
active (when the appointed day comes) to include 
expenditure as from April 6, 1944 (capital expenditure 
from January 1, 1937). 

The allowance for exceptional depreciation is to 


“apply even when the assets to which it applies are 


retained in the business, provided, of course, they 
have fallen in value at the appointed day. More- 
over, the allowance is to be spread evenly over the 
period from April 6, 1939 (or the date of acquisition, 
if later) ‘to the determined date or earlier sale. These 
provisions are to be deemed always to have had 
effect. 3 

In the case of mines, etc., the initial allowance is 
10 per cent., the remainder of the capital expenditure 
being allowed in proportion to the output as com- 


pared with the remaining reserves of deposits, with” 


provision for a balancing allowance or balancing 
charge as may be appropriate. 
All the allowances under the Bill are to be given 


in the same way as wear and tear, and not as deduc-. 


tions in the computation of profits, with provision 
for carrying them forward as may be necessary. 
Provision is made for change of ownership. 

A more detailed discussion of the Bill will appear 
in future issues of ACCOUNTANCY. In the meantime 


_ we express our appreciation of the big step forward 
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Small Businesses: War Damage and Town 
Planning Acts 


By MAURICE SHARE, Barrister-at-Law 


The smaller a business, the less ample is its margin 
of capital, and the worse-equipped it is to cope with 
the severe misfortune of war e. ‘After a bomb 
falls on or near his business premises, the small 
trader or manufacturer, if he escapes death or serious 
injury, soon begins to consider what compensation 
he may obtain for his loss. If the area in which his 

remises are situated is or is near a blitzed area, he 
will also try to understand what effect the Town and 
Country Planning Act, 1944 may have on his efforts 
to rehabilitate his business. 

The best way of understanding the position is not 
to examine the relevant statutes one by one, but to 
consider the extent of loss of each separate type. of 


‘asset, and the statutory mitigation—a word which is 


more exact in times of fluctuating values than com- 
pensation—which is available. Little more can be 
done in this short article than to outline the main 
features of the law. 
_ Loss of Goodwill 

Goodwill, as the Landlord and Tenant Act, 1927, 
recognises, frequently attaches to particular premises, 
and its equivalent in neighbouring premises becomes 
progressively less easy to provide as the war grows 


older. .On the other hand, there can be no war damage 


compensation for the loss of goodwill as such. If 
there were, large numbers of persons who had suffered 
loss or diminution of goodwill owing to the-war, but 
not owing to war damage, would in common justice 
be entitled to compensation. This includes the 
greater part of the population, and especially those 
called to the services. islation has” confined 
to preserving and protecting goodwills from complete 
submersion. Both in the letter of the Liabilities 
(War-Time Adjustment) Act, 1941, and in the spirit 
in which it is carried out by the courts and the 
liabilities adjustment officers, there is recognition that 
the preservation of a debtor’s goodwill must be a 
primary aim. 

The powers given by the Town and Country 
Planning Act, 1944, to local planning authorities to 
purchase land for redevelopment of areas of extensive 
war damage, and for “ relocation ’’ of population and 
industries of such areas under Section 2, and the 
extensive powers of compulsory purchase of any land 
for certain development purposes in Section 10, can 
only be exercised subject to the payment of proper 
compensation. (Section 18, incorporating the Lands 
Clauses Acts and the Acquisition of Land (Assessment 
of Compensation) Act, 1919). In this connection it 
is important to refer to Section 121 of the Land 
Clauses Consolidation Act, 1845, under which even 
a yearly tenant is entitled to compensation (énter 
alia) for any loss or injury he may sustain, and to 
Section 2 of the 1919 Act (above) under which it is 
clear that generally speaking an increase in the value 
of land owing to the use to which it is put is to be 
taken into account in the assessment of compensation. 


A further provision of the Town and Country 
Planning Act, 1944, which will mitigate damage done 


_to the goodwills of small businesses by the acquisition 


of land for planning purposes under the Act, is in 
Section 30 (5), whereby a person who was carrying 
on business in a building from which he has béen 


displaced may receive from the local planning or the 


highway authority or from the Minister, not only his 
removal expenses, but also ‘‘ such reasonable allow- 
ance as they think fit towards the loss which, in their 


_ opinion, he will sustain by reason of the disturbance 


to his business consequent on his having to quit the 
building.” In estimating that loss they must have 
regard to the period for which the premises occupied 
by such business person might reasonably have been 
expected to be available for the purpose of his business, 
and the availability of other premises suitable for that 


purpose. : 

Before leaving this part of the subject one further 
section of the Town and Country Planning Act, 1944, 
should be mentioned. This is tion 45, the object. 
of which, according to the marginal note, is to extend, 
as respects the war period, the protection for existing 
buildings and uses.. It is a complicated piece of 
legislation by reference, but shortly its effect is to 
protect in certain circumstances the form and use of 


‘a building which has been demolished, by allowing 


both to be reconstructed and reconstituted within 
two years after the war period. There is also pro- 
vision in the section giving a measure of protection 
to the existing use of a building where it has been 
discontinued not only on account of war damage, 
but also by reason of requisitioning, concentration of 

oduction, or entry of the occupier into the armed 
orces, the merchant navy, the mercantile marine, 
the civil defence forces, and certain women’s services, 
with power to add to these causes of discontinuance 


of a use. 
Loss of Premises 

This subject has received some public attention 
owing to the recent debate in the House of Lords on 
the hard cases resulting from the disparity between 
the value payment of compensation payable on the 
total destruction of premises, and the cost of works 
payment for war premises. The Lord 
Chancellor pointed out in the course of the debate 
that although this disparity existed, Section 11 of the 
War Damage Act, 1943, enables the Treasury to 
direct, on the advice of the War Damage Commission, 
and subject to approval by resolution of the House 
of Commons, the increase of value payments. Never- 
theless it is a fact that the initiative for this important 
change is to come, not from Parliament, but from the 
War Damage Commission and the Treasury, and, it 
should be pointed out, at their discretion. This 
is not very satisfactory when such important matters 
are at. stake, pawns! as the 1939 .basis of com- 
pensation to be applied in assessing the value pay- 
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ment is now glaringly inadequate owing to the 
change in the value of money. Parliament may yet 
see fit to take the initiative in making a n 
change in the basis of compensation. A similar hard- 
ship seems to exist in connection with the basis of 
compensation for the compulsory purchase of land 
under the Town and Country Planning Act, 1944, 
Section 57. Values are to be ascertained by reference 
to prices current at March 31, 1939, except, be it 
noted, in relation to compensation for disturbance. 
There is provision in Section 58 for supplemental 
compensation for owner occupiers, and in Section 59 
for supplemental compensation for improvements. 
On this part of the subject it should be observed 
that the administrative gazetting of areas under 
Section 20 of the War Damage Act, 1943; has brought 
numerous and extensive war-damaged areas all over 


the country under control, in the sense that persons © 


seeking to repair war damage over specified amounts 
(frequently: £100, but in some cases £1,000) must 
first inform the War Damage Commission, which will 
then consult the appropriate local and planning 


authorities and government departments. The. 


Commission may impose conditions as to the nature 
of the works, materials to be used, the time for 
execution of works, etc. Another effect of this 


section is that in certain circumstances a value pay- 
_ ment may be made instead of a cost of works pay- 


ment and vice versa. 

_ Finally it is felt by many persons who will be 
recipients of value payments that it is unfair that they 
will not be paid until after the war, although recipients 
of cost of works payments are paid when the work is 
completed. It is undoubtedly a defect in an otherwise 
admirable system of compensation. Whether it is 
unavoidable is a matter for debate, but as it has been 
discussed in Parliament, with the result which we know, 
it would be of little relevance to continue the dis-. 
cussion in this short article. It is, however, relevant 
to point out that whether the compensation to. be 
paid is a value payment or a cost of works payment, 
the Commission may in special circumstances pay in 
advance on account and in part satisfaction of the 
compensation an amount up to eight hundred pounds 
‘in certain cases of need, including the case where a 
recipient carrying on a trade or business is in need 
of funds to secure premises for carrying it on. (See 
Section 22 (2) (b) of the War Damage Act, 1943, and 
Reg. 7 of the War Damage spaceamamsaay as and Claims) 
Regulations, 1941.) yy 


Stock-in-Trade and other Business Chattels 

Loss or damage to these is compensated under the 
Business Scheme of chattels insurance under Part II 
of the War Damage Act, 1943. The time for payment 
is to be laid down in regulations to be made by the 
Treasury (subject to annulment by Parliament). 
These regulations have not yet been made, and 
presumably are to be kept in cold storage until after 
the war. Earlier payment in full or in part may be 
made if the Board of Trade is satisfied “ either that 
the replacement or repair of the goods destroyed or 
damaged is expedient in the public interest or that 
it is expedient that the payment, or that part thereof, 
should be made to avoid undue hardship ”” (Section 85 


Q) (a)). The Board may also make earlier payment 


‘Section 86 of the Act and para. 6 (1) of the Business 
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if the amount claimed does not exceed £100, and they 
are satisfied that the total sum claimable under the 
Business Scheme in respect of all War damage which 
in the opinion of the Board should be included in the 
same claim does not exceed £100 (Section 85 (2) (b) 
and the War Damage (Business Scheme) Order, 1941, 
para. 12). Where earlier payment is made in the 
public interest or to avoid undue hardship, the Board 
may impose conditions restricting the manner in 
which the sum paid may be applied in the replacement 
or repair of the goods damaged or destroyed. Non- 
compliance with any such condition will entail the 
return of the money paid (Section 85 (3)). In 
addition, where the payment is made in the public 
interest, the Board may stipulate that the money paid 
shall be applied in or towards the replacement or 
repair of the goods, or shall be so applied within such 
time as the Board may specify (Section 85 (4)). The 
money is returnable jn case of non-compliance with 
this stipulation. 

Other provisions for earlier payment under the 
Business Scheme are to be found in the War Damage 
to Goods (General) Regulations, 1943. Under 


Schemes Order, where the value of the insurable goods 
in a business does not exceed £1,000 (except in a 
farming business, where a special formula for ascer- 
taining the figure i is provided in para. 8) insurance is 
not compulsory. There is also in para. 6 (2) a long 
list of other classes of goods which are not com- 
pulsorily insurable under the Business Scheme. 
Where a person is not insured with respect to goods 
which are insurable, but not compulsorily insurable, 
under the scheme and war-damage to such goods 
occurs, and the Board of Trade is satisfied that the 
person in relation to whom the goods are insurable 
reasonably requires the goods to be repaired or 
replaced for the purposes of his business and that he 
cannot, without undue hardship, defray the cost of 
repairing or replacing the goods unless he receives 
compensation, the Board may pay him up to_{50. 
The aggregate of that payment with any other pay- 
ment to the same person either under that provision 
or under Section 9A of the War Risks Insurance Act, 
1939, and the Commodity Insurance (Special ‘Pay- 
ments) Regulations, 1943 (supplementary and analo- 
gous provisions relating to commodity insurance) 
must not exceed £50. (War Damage to Goods (General) 
Regulations, 1943, Regulation 5). The Board is 
given more extensive powers by Regulation 6 to 
make payments in respect of goods insurable under 
the scheme, if satisfied that failure to insure was — 
solely due to inability to afford the premiums owing 

to the active carrying on of the whole or substantially 

the whole of the business being suspended owing. to 

war circumstances. This does not apply to goods 

in respect of which a person was under an obligation 

to be insured, except where a liabilities adjustment 

order, or a scheme of arrangement approved under 

section 1 of the Liabilities (War-Time Adjustment) 

Act, 1941, was in force at the time of the damage, 

or came into force afterwards by reason of an appli- 

cation made before the damage occurred. Except in 

that case, the Board of Trade must also be satisfied 
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that the person affected has taken all reasonable steps 
to obtain the money to pay the premiums from any 


person with a direct or indirect pecuniary interest in 


the business. 

Claims under the Commodity Insurance Scheme 
are paid as soon as possible after the damage occurs. 
Sellers and suppliers of goods must insure under this 
Scheme where the value of the insurable goods is over 
£1,000. 

Fixtures, Fittings, etc. 

Reference should be made to Section 104 of the 
War Damage Act, 1943 (meaning of “ goods’’), 
Section 107 (meaning of “ owner”’ in relation~to 
fixtures falling within the definition of goods), and 


the Plant and Machinery ‘(Valuation for Rating) 


Order, 1927, Section 103 (5), to ascertain whether 
compensation is payable under Part I of the Act (in 
respect of war damage to land) or under Part II. 
(under the Business Scheme). 
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Money, Negotiable Instruments, etc. 

Money, negotiable instruments, securities for 
money, evidences of title to any property or right or 
evidence of the discharge of any obligation or any 
documents owned for the purposes of a’ business are 
not subject to compensation for war damage (Sect. 104). 

To point the moral, it is fitting to close by repeating ~ 
what is not merelya collection of political catchwords, 
but a great truth: it is to the individual enterprise 
of the small businessman that much of the greatness 
of this country is due. History has proved that 
neither the power of great monopolies nor the 
overwhelming might of the state can wholly sweep 
him away, and that this is a good thing. Common- 
sense tells us that the small man cannot be restored 
to the status quo, after such a great cataclysm as this 
war. But it is in the country’s best interests. that 
every opportunity should be given to him to recon- 
stitute his activities at the earliest possible date. 
Something has been and is being done. Much remains 
to be done. 


E.P.T. Capital—What is an ‘Asset "'? 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Upon December 18, 1944, the Court of Appeal 
unanimously reversed a decision of Macnaghten, J., 
who had himself reversed a decision of the Special 
Commissioners in favour of the Crown. The case 


- was that of Lever Brothers & Unilever, Limited v. 


C.I.R. (1945, T.L.R. 139), and, ‘although it will, no 
doubt, go further, the fundamental issue involved is 
of more than ordin importance. - 

Capital for E.P.T. purposes is dealt with in Section 
13 (3) of Finance (No. 2) Act, 1939, and in Part II of 
the Seventh Schedule to that Act. As a matter of 
general principle, it may be said that the E.P.T. 
capital value of anything is to be determined by 
initial cost, or by initial value where acquired other- 
wise than by purchase. Thus, by para. 1 (1) (c) of 
Part ITI the capital employed is to be computed : 

“ So far as it consists of any other assets which 
have been acquired otherwise than by purchase as 


aforesaid, the value of the assets, ey paar ten ae : 


assets of the trade or business. . 


No attempt is made in the Act to define “ assets ”’ 
or “ asset "’—which latter term occurs in para. 1 (3)— 
and, this being the case, they must be given their 
ordinary meanings. According to the Oxford 
Dictionary, the word “‘ assets ’—derived from assez, 
enough—was originally a legal term used to indicate 
the existence of sufficient estate or effects to discharge 


debts or legacies. Subsequently, both in law and — 


commerce, its meaning was extended to refer to 
property or effects liable to be applied for the above 
purpose without regard to sufficiency. The same 


dictionary, however, recognises the singular “ asset * 


with a figurative meaning, giving as “trace” a 
newspaper of 1884 where the character for trust- 


worthiness won by a certain corps was said to be. 


“in itself a valuable asset.”” The writer has failed to 
trace any recognition of this figurative use of the 
word in any other great dictionary; and such an 


authority as the Fowlers regards it as a vulgarism. 


All the same, it is a use which supplies a real want : 
and those who do use it err in the of company. 


The Lever Case 
In the Lever case the facts were that in 1940 the 
company had paid to the trustees of a superannuation 
fund two sums amounting in aggregate to {1,026,526 
in order to place their own employees on a parity as 


- to benefits with the employees of two other companies 


in the Lever group. The question was whether these 
payments had thereupon ceased to be capital 
ye ta in the trade or business for E.P.T. purposes ; 
the answer to this question depended upon 
whether or not the appellant company had obtained 
an “ asset ’’ for its outlay. 

Here it is worth while referring to Section 32 of 
F.A. 1921, whereby, subject to the stringent con- 
ditions there laid down, employers’ contributions to 
such funds are allowed to be deducted as trade 
expenses. The effect of the section has been to give 
to the Revenue very wide powers, and these have been 
‘exercised in the employees’ interest. Two main 
objects have been aimed at. First, the a ae the 
fund must be a solvent fund and, secon 
employer must not retain any proprietary iotinenl 
in the trust funds. 

Nevertheless, as will be seen, the standard, either 
nace, required by law or insisted on by the 

evenue prior to the recognition of a fund under 
F.A. 1921, worked adversely against the appellant. 
In the King’ s Bench Division, M hten, J., had 
found that the company had prs. the right to 


compel the trustees of the fund to carry out the 
Pogues of their trust. Whether, apart from this, 

decision would have been the same, it is impossible 
to say ; but the Court of Appeal held that this finding 
was bad in law, aid that these wa ap mepE tHE 
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to the com om ay 4 y which would enable it to interfere 
as suggest The alienation of the sums in question 
had been too complete. 

When the case first-came before the Court of 
Appeal, the case stated was referred back to the 
Special Commissioners to answer certain questions 
put by the Court. One of them was “ Whether . 
there was an advantage arising to the Company from 
the payments to which a monetary value could be 
attached ?”’ This was followed by: “If so, what 
amount, if any, should be included as the value of 
the right or advantage in computing the capital of the 
business?” - 

Imponderable Elements 

The answers given to these questions were of 
relative unimportance as compared with the nature 
of the questions themselves. They would seem to 
imply that no such payment can be regarded as an 
‘asset ’’ for the purposes of E.P.T. capital computa- 
tion unless there is not only a monetary return but 
one which is measurable. A feature of “ big business ” 
in the last 50 years, not only here but elsewhere, has 
been the increased and in ition of the 
importance of imponderable elements whose value 
can never be measured by the yardstick of profit and 
loss. It is not only a .case of “ welfare” outlay, 
superannuation funds, playing fields, libraries, baths, 
etc., the benefits of which are more or less immediate 
and visible. There is other expenditure which produces 
no immediate results, yet may be upon occasion of 


even greater importance. The founding of a professor- | 


ship or the endowment of university teaching—to give 
but two examples—will not give results exclusively 
for the benefit of the donor. At worst, it may prove 


a barren outlay; but, at best, it may mean the ~ 


saving of an industry. Directors who resolve on such 
expenditure are the best judges of what is wise - 
expedient. 

o. Extinction of Alien Rights 

In the judgment of the Master of the Rolls, there is 


a e which was endorsed by Finlay, L. ey in his | 
ma judgm 


wn ju ent : 


“One example which occurred to me in the 
course of the argument was the case where a 
company, having land subject to a right of way, 
pays a sum of money to get rid of the right of way. 

has secured an advantage, but the cash that is paid 
would never be put into a balance sheet as an asset. 
It might well be that as the result of the extinction 
of the right of way the company’s own land had 


become more valuable and it might be justifiable 


to write up its value in the balance-sheet by a 

corresponding amount; but that would not be 
because the company "had acquired an asset, it 
would be because the company had got rid of a 
disadvantage ; and by getting rid of that dis- 
advantage had improved the value of an existing 
asset the value of which before was adversely 
affected. It seems to me quite clear that the mere 
improvement of an existing asset by getting rid, for 
example, of a servitude which affects it is not the 
aa ee 


This dictum would seem to call for consideration 
in more than one respect. The accountancy heresy, 


_ Particularly as regards the sentence in italics, will be 
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obvious to every reader of this journal. The iad 
finding, if it is one and not a judicial finding of fact, 
is,also puzzling. The word “ asset,” as already 


_ pointed out, is not a term of art and must be given its 


ordinary meaning. If complete ownership of a 
propertsthe totality of rights therein r 

law—is represented by “ x,” and servitudes and 
other alien interests are represented by “ y,” then the 
interest of the owner of the freehold will be repre- 
sented by “x - Assuming that “ y ”’ represents 
a right of way, we are told that the extinction of 
““y” by purchase does not result in the acquisition 
of an “asset.” But does the same hold good for all 
values of “ y ”?. Supposing, for example, “y” 
represents a leasehold interest, say a dwelling-house 
held under a 99 years’ lease, then Rocket SE will 
represent the residual estate of the “owner.” Asa 
further supposition, let it be assumed that this 
leasehold interest is purchased by the owner and 
either merged in the freehold or sold to another 
purchaser. Can it be said that no “ asset ” has been 
acquired in the first case or has not been also trans- 


‘ferred in the second? The present writer finds it 


difficult to understand the reasoning, particularly in 
the light of the House of Lords’ judgments in B. G. 


‘Utting & Co., Lid. v. Hughes (1924/5, 10 T.C. 155, 


(1926) A.C. 205) and, in any event, the example given 
by the Master of the Rolls would not seem to be too 
relevant to the circumstances of the case. 


_ Atherton v. British Insulated & Helsby 
Cables, Ltd. 

During the hearing, extended reference was made 
to Atherton v. British Insulated & Helsby Cables, Lid. 
(1924/5, 10 T.C. 155, (1926) A.C. 205), where a sum 
similar in its character and application was claimed 
as a deduction in arriving at the company’s assessable 
profits for 1917/8. A comparison between the two 
cases is especially interesting because of the complete 
reversal of réles as between the Crown and the tax- 
payer. One of the arguments for the company, as 
set out in the Case, was that not only was the amount 
involved an ordinary business expense but “ that the 
company parted with the sum of {31,784 patisary W 
and this sum was not represented by any asset of 
company.” Upon the other hand, according to 
Scrutton, L.J., before the Court of Appeal the 
Attorney-General argued that “ any money expended 
upon a ee raat which is intended to and does result 
in an asset is capital.” 

In the King’s Bench Division, Rowlatt, J., following 
Hancock v. General Reversionary &. Investment 


Company (1918, 7 T.C. 358), upheld the decision — 


against the Crown. The latter, however, succeeded 
in the two higher Courts. In the Court of Appeal, 
Warrington, L.J., and in the House of Lords, Lord 
Buckmaster, considered that the payment was one 
which could not be rightly charged against the 
incomings of the trade for the purpose of computing 
nag All of the other Jndess dealt in greater or 
ess degree with the ‘ question ; and the 


minority in the House of Lord consisting of Lords. 


Carson and Blanesburgh, agreed with the contention 


of the company that no-new asset had been created 


by the expenditure. 
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In the Court of Appeal, the Master of the Rolls 
said (at p. 180, Tax ): “It seems to me that 
upon the facts as found, that it ought to be treated 
as being a. sum employed as capital in the trade,” 
whilst Scrutton, L.J. (at p. 188) declared : ‘‘ I cannot 
see anything in the decision in Hancock .to preclude 
a judge from saying that, whatever there was in 
Hancock, in this case there is the addition of a capital 
asset to the business.” __ ‘ rail ot 

In the House of Lords, Lord Cave, L.C., said 
(at p. 192) : “ But when an expenditure.is made not 
only once and for all; but with a view to bringing into 
existence an asset or advantage for the enduring 
benefit of a trade, I think there is very good reason 
(in the absence of special circumstances leading to 
an opposite conclusion) for treating such an expendi- 
ture as roperly attributable not to revenue but to 
capital.’ rd Atkinson’s judgment was more 
explicit upon the point. He said (at p. 194) that 
there was just as much employment of the money in 
the appellant’s trade as if it had been’ spent on the 
purchase of “ recreation fields or bathhouses to im- 
prove the health of the staff or of a library to improve 
their minds.” Later (at p. 199) he declared his opinion 
that the word “asset ’’ could not be confined to 
material things and that if the expenditure resulted 
in increased efficiency, this “‘ would amount to an 
‘asset’ of the Company’s business.”’ ; 


The Effect of ‘‘ Spreading” 
From the above quotations, it will be seen that 
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judicial opinion upon the subject has shown itself 
to be divided. There is, however, in addition, 
a practical point to be considered in regard to the 
Lever decision. Macnaghten, J., had referred to the 
effect of the relief given by Section 32 of F.A. 1921, 
whereby the total sum paid was allowable, subject 
to “‘ spreading,” as a deduction in computing profits. 
The period of spread had been fixed at six years. 
By para. 4 of Part II of the Seventh Schedule, profits 
and losses have to be regarded as accruing evenly 
during each period and to have resulted in increases 
and decreases of capital ; and the judge said that the 
effect of this was that by the end of six years the 
payments in question would have been “‘ used twice ” 
to diminish the average amount of capital employed. 
The expression “ twice ’’ is ambiguous ; but it 
clearly does not mean that, as against the annual 
allowance under Section 32 of sixteen and two-thirds 
per cent. deducted, there would be a contra item of 
twelve per cent. added. The deductions from capital 
in respect of Section 32 would not be cumulative in 
effect,,and, seemingly, the addition would be 6 per 
cent. of the total payments plus one-half of one-sixth 
of the total payments at 6 per cent., making a total 
addition of 6} per cent. But, even so, directors 
contemplating welfare and other beneficial schemes 
may hesitate very much before carrying them into 
effect. It is one thing to part absolutely with a large 
sum of money, and quite another thing to have to 
5 A cerns interest upon it as well by way of 


The Cohen Committee’s Task 


[CoNTRIBUTED] 


The report of the Company Law Amendment 
Committee is not expected to be ready for some 
months. While the Committee is sifting the volumi- 
nous evidence presented to it, and preparing its 
recommendations for submission to the Government, 
now is the time to acknowledge that it is undertaking 
a gigantic task. Nobody who has read through the 
minutes of evidence can fail to be im d with 
the diversity of views expressed, even by the experts, 
on issues which at first sight seem clear-cut. The 
Committee has heard evidence from representatives 
of many professions and institutions. It has been 
asked to ensure that company accounts should reveal 
everything that economists, statisticians, and ex- 
ponents of industrial planning may find helpful in 
their day’s work. It has been told by trade unionists 
how badly prepared, inadequate or misleading 
accounts may encourage dissatisfaction among 
workers. And at the other extreme, it has heard 
arguments from those who were quite definitely of 
the opinion. that shareholders were already being 
told just as much as was good for them, and that 
there was everything to be said for strengthening 
the position of directors against shareholders’ attempts 


at interference. Considered judgments that the 1929 


Act has worked well and needs little or no amendment 
have jostled pleas for root-and-brangh reform of 


" company law. , 


There were a number of instances in which witnesses 
withdrew suggestions incorporated in their memo- 
randa, or in verbal evidence qualified their written 
opinion so as to give it an almost entirely new meaning. 
This makes it difficult to present a fair picture of 
the general trend in opinion ; but it is worth the effort 
to trace some main currents. 


Nominee, Shareholdings 
At one time the question of no par value shares 
loomed large ; but, although support for the idea of 
introducing such shares was forthcoming from some 
unexpected quarters, it speedily became apparent 
that there was no large body of opinion in favour, of 
the proposal. Much attention has been paid also to 


_ the system of nominee shareholdings. Before ever the 


Committee was formed this had become a live issue 
because of the difficulty of tracing the effective 
ownership of the Datly Mirror when that paper’s 
policy was the subject of discussion in the House of 
Commons, and because the Brazilian Warrant Com- 
pany opened a beneficial interest register. The argu- 
ments that shareholders have an interest in knowing 
who are their fellow proprietors, that the public 
may. in certain circumstances be vitally concerned 
with the identity of those who control national 
assets, and that directors and other insiders should 
not have the opportunity of dealing in a company’s 
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shares behind a veil of secrecy are all widely accepted. 
But opinion differs widely on the practicability of 
ensuring disclosure of beneficial ownership, especially 
since enquiry through various layers of nominee 
interest may eventually trace ownership to a foreign 
company without being able to penetrate any farther 
than that. There is no unanimity as to whether a 
company should be saddled with the onus of making 
enquiry about beneficial ownership. Indeed, one 
solution to have found favour is that disclosure 


should be enforced, in certain circumstances, only by 


the Board of Trade or the High Court, and that the 
problem of directors’ dealings should be dealt with 
through the enforced disclosure of such dealings to 
the board of the company—and to a wider audience 
in a supplemental return to be filed with each annual 


return. 
Prospectuses 


A subject that has aroused great interest is that of 
prospectuses. Influenced by past phases of irrespon-_ 


sible flotations, all sorts of suggestions have been made. 


Among the most interesting are those of the Stock — 


Exchange, urging the fuller disclosure of directors’ 
interests, wider publicity about preliminary expenses, 
the tightening up of underwriting obligations and 
measures to check “ stagging.”” The Committee of 
London Clearing Bankers asked that the Stock Ex- 
change should grant provisional permission to deal 
in advance of the issue of the prospectus, but formid- 
able technical objections were taken to this, as well 
as to other suggestions designed to prevent investors 
from being left with unmarketable securities. The 
Institute of Chartered Accountants wanted issue 
expenses to be brought into greater prominence in 
the prospectus, while the Society of Incorporated 
Accountants proposed that the document should 
be divided into a part dealing with facts and a part 
dealing with matters of opinion, with the accountant 
prepared to accept responsibility for his work on the 
former part beyond the normal contractual liability 
to the company. Valuations for prospectus purposes 


have been the subject of comment. The Chartered © 


Surveyors’ Institution took the view that such a 
valuation must necessarily include an element of 
goodwill, but that it should be supplemented by a 
valuation of the real estate assets alone, one of its 
representatives remarking that while there is a limit 
to what the accountant can do with figures, there is 
very little limit to what a valuer can do with a 
valuation. The same witness assented to the pro- 
position that “a promoter can generally get what- 
ever valuation he wants for his prospectus.’’ The 
Auctioneers’ and Estate Agents’ Institute criticised 
a latter-day tendency for issuing houses to eliminate 
goodwill as an item, and to write up buildings, plant 
and machinery and stock to a value which really 
includes goodwill. 
Private Companies 

_The evidence of the Association of Certified 
and Corporate Accountants, recommended — that 


private companies should be required to publish 
their accounts in like manner to public companies. 


AUCOUNTANCY 


,are ready to"place upon them, — 


It is not contested that private companies may 
become a vehicle for fraud in various aspects. One 
‘school of thought holds that publicity is the price 
that should be paid for limited liability and that 
creditors should be able to have access to the balance 
sheets, if not the profit and loss accounts, of private 
companies. And that argument is naturally carried 
a stage farther by those who consider that all sorts 
of information should be made available in the 
public interest about all sorts of business.- On the 
other hand, a great many witnesses have been 
impressed by the natural reluctance of a small trader 


to have his financial affairs become a topic for gossip 


in a village or small town, and they regard it as a 
hardship that such a person should be forced into 
doing business on an unlimited liability basis to 
protect his affairs from unwelcome publicity. . The 
Society’s witnesses felt that by the time creditors 
could consult the official files, the information they 
could extract would be out of date, and that the 
trade protection offices can provide more pertinent 
particulars more efficiently. What the Committee 
will decide to do about private companies’ accounts 
is an open question indeed ; but there can be little 
doubt that its report will have recommendations to 
make on fraudulent preference and related matters. 


Accounts and Audit | 


The writing is on the too, so far as consolidated 
accounts are concerned. ere has been a surprising 
measure of agreement among witnesses that these 


should be made obligatory, and that they should 


include a consolidated profit and loss statement. 
Incidentally, opinion is solid that- profit and loss 


- accounts ought to be certified by the auditors, general 
surprise having been manifest when witnesses have - 
learnt that this is not already the case. . There have 


been few supporters of statutory forms of accourts, 
this being one of the instances where even the firmest 
believers-in the need for imposing regulations have 
had to admit the virtues of flexibility. The work 
done by the. Institute and the Society in publicising 
desirable forms of accounting practice has had its 
influence, and there has been a greater readiness than 
would perhaps otherwise have been shown in reserv- 
ing many matters presenting difficulty to the law- 


makers for settlement at the individual discretion of . 


the individual accountant. But Mr. Justice Cohen 
has been frank ini ntimating that the desired flexibility, 
as an alternative to rigid legal provisions, would be 


- much easier of accomplishment were the accounting 


profession to speak with one voice and to be under 
one set of disciplinary rules. As an independent 
onlooker, the writer is prepared to wager that the 
Committee’s,report will have something to say about- 
the need for closer co-operation between the account- 
ing organisations. That need’ is emphasised by the 
greater responsibilities which are bound to evolve on 
accountants merely in the practical interpretation 
of the new Act that is on its way—to say nothing 
of the extra specific duties which they have shown 
themselves ready to accept and the still more onerous 
charges which some witnesses before the Committee 
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TAXATION 


Accountants will find much with which they disagree 
in a recent publication by The Farmers’ Weekly, entitled 
“Farm Valuations for Income Tax,’’ by Saunders and 
Atkins. Although it contains much valuable advice 
for farmers, itis feared that it will also confuse. On the 
first page, it is stated that : 


“‘ Agricultural valuers are now pees! to make. 


two separate and distinct yearly valuations for farmers 


whose farming profits are assessable to Income Tax . 


under Schedule D. The two valuations |are :— 


(1) A valuation made in the custo manner 
based on market values, which is requi for the 
farmer’s ordinary affairs, for his ingoing afd outgoing 
of a farm and, as in the past, for comforting the farmer 
lumself or his banker as regards the overdraft position. 

(2) An Income Tax valuation based on cost figures, 
market value only entering into the picture for 
trading stock if that value is less than cost. The 
Income Tax rules applying to traders in general 
govern this valuation.” 


Two Sets of Accounts? — 

Accountants will no doubt regard it as curious that 
in effect two different sets of accounts are required. 

Je cannot imagine that the banker will be altogether 
happy with the idea. In the writer’s experience, which 
is not inconsiderable, farmers, like other business men, 
want to see the true profits, and the statement quoted 
seems to perpetuate the old joke of special accounts 
for the Revenue. 

There appears to be a confusion of thought between 
what is necessary for a going concern, and what is 
required between vendor and purchaser; and also as 
to the purpose of accounts. Only one set of accounts 
should be prepared. The results will then be adjusted 
according to fo the Income Tax Acts. In regard to the 
last sentence quoted it should be remembered that the 
agreement between the National Farmers’ Union and 
the Revenue, whereby the total cost is to be compared 
with the total market value, is not accepted by all 
farmers, any more than it is the customary way of 
pricing stock with the majority of traders. A proportion, 
if not the majority, of traders take the lower of 
cost or market value for each item or group of items. 

Despite the agreement referred to, it is still the 
prerogative of the Commissioners (General or Special) 
to decide on facts, and any farmer is entitled to resist 
the Revenue preference in his stock valuation. Accounts 


have still to be prepared according to accepted com- 


mercial principles and not according to a 
formula not mentioned in the Income Tax : 


Depreciation 


The authors suggest that it is the valuer’t responsi- © 


bility to value fixed assets at their written-down value 
for Income Tax purposes. With respect, we regard it 


_ as the accountant’s job to advise his client as to a 


proper rate of depreciation to be provided in arriving 
at profits, and to compute the wear and tear allowance 
for Income Tax purposes: The rate allowed for Income 
Tax is rarely adequate, and a higher rate should usually 
be employed in the accounts. Moreover, the wear 
and tear allowance is calculated on the reducing instal- 
ment system, whereas it is now recognised that the 
best practice is to employ the fixed instalment plan so 
as to write the asset down to its residual value over its 


lifetime. 


ACCOUNTANCY 


Farm Valuations =. . 


If the farmer wants his fixed assets valued, it should 
not be for the purpose of his annual accounts. 

When dealing with the sale and purchase of fixed 
assets, the pamphlet becomes somewhat confusing. A 
working horse, treated as a fixed asset, which cost /47, 
is sold because of the purchase of a tractor for £500. 
The authors say. that if the horse is sold for £100, i.e. 
at a profit of £53, the tractor must go into the “ income 
tax valuation” at £447; if sold at a loss of {7, the 
tractor goes in at £507, ‘that being its capital cost.” 
What they are doing, of course, is to keep 


accountant’s method of doing it, and must confuse 
the layman ; it savours of the Double Account system, 
particularly the reference to the ‘‘ income tax valua- 
tion,”” which would imply that wear and tear would 
be calculated on that amount, whereas, of course, it is 
on the £500. 

. It is noted, too, that in valuing fixed assets at their 
written down value, no account is to be taken of the 
additional wear and tear allowances (the extra fifths). 

An example on page 11 shows how it is. intended 
that the valuer shall arrive at the written down value. 
The table is as follows — 


_MOTOR TRUCK, PURCHASED MICHAELMAS, 1939, FOR £600 


‘Valuation 
Value. and gee Year of Income Tax Reapers, 
down te ~ 
Ordinary. Extra. 
Christ-|— £ mee ad Ba 4 
mas, 
1939 | 600 | 1940/41 
9 months to 31/12/40 90 
3 months to 5/4/41 30 
— 120 24 
1940 | 510 | 1941/42 ~ 
9 months to 31/12/41 72 
3 months to 5/4/42 24 
— 6 20 
1941 | 408 | 1942/43 
9 months to 31/12/42 58 
3 months to 5/4/43 19 
— 77 15 
1942 326 | 1943/44 
9 months to 31/12/43 | 46 
3 months to 5/4/44 15 
— 61 12 
1943 | 261 


' If we read this correctly, no depreciation is to be. 


charged on the accounts for the period from Michaelmas, 
1939, to April 5, 1940, and, although the Acts recognise 
that the rate of wear and tear allowance must be 
increased, the increase is not to be taken into the books. 

Frankly, we see no merit in the suggestion, quite the 
reverse. The figures in the balance sheet will be an over- 
statement ; the depreciation charged, inadequate though 
it is, must be added back in the computation and 
another figure altogether deducted in the assessment 
based on these accounts. 

There are other items on which we find ourselves at 
variance with the authors, but we will content our- 
selves by mentioning their statement that they can 
find nothing in the Acts to prevent the Conimissioners 
giving wear and tear allowance on productive live stock. 


We suggest that the judgment in Derby v. Aylmer 


(1915, 6 T.C. 665) makes it unlikely that any such claim 
could succeed. It would be wise if an accountant were 
consulted in the preparation of the next edition. 


the “fixed . 
- capital’”’ account straight, but it is not the usual 
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Taxation Notes | 


P.A.Y.E.—Discharge of Tax 1943-44 
Pressure of work has made the Revenue change their 
original plans, so as to lighten their task for the time 


ing. 
The cancellation statement must, except in straight- 


forward non-manual cases, show some balance as the 
tax provisionally deducted for the five (or two) months 
to April 5, 1944, was based on the notices sent to 
employers in 1943. Moreover, arrears for previous years 
may also exist. 

If there is an underpayment of tax of more than £5, 
the code number for 1945-46 will usually be adjusted 
to take the underpayment into account. In some 
districts, amounts under {5 may be taken into the 
coding for 1945-46, but usually it will go to a later year. 
We have seen cases where the result is to bring the code 
number for 1945-46:down to No. 1, without picking up 
the whole of the arrears ; the result will be to carry them 
forward still further. 

Over-payments of £2 or more will be taken into 
account in a later year’s coding unless application is 

-made for repayment (for which a form is enclosed with 
the notice). 

No notice of coding for 1945-46 is to be issued unless 
it is necessary to change the number. 

_ It is unfortunate that one of the promised benefits of 
P.A.Y.E. has thus had to be vitiated. If this carry- 
forward is to continue, a taxpayer may find himself 
still in debt when employment ceases. While this can 
- only arise in a minority of cases, it should be overcome 
at the earliest possible date. 


Illustrations 


The following iltustrations of exceptional cases may 


be interesting :— 
(1) Married clerk with other (taxed) income of £10, 
annual charges £30. 
Assessment on pay 1943/44 ... pee £520 
, E.LA. (on £520—(30—10) ) ... .. £50 


£165 at 6/6 
165 at 10/- 


Tax payable 
Tax deducted under R. ‘19 not 
covered by other income 


~ 


Original liability ... £ 
Discharge 7/12tns x £126 2s. 6d. £73 11 


£62 11 
56 14 
£5 17 


Tax due ae Lied 
Tax deducted Nov. 1943-March, 
1944 (say 5/12 x £136 2s. 6d.) 


Tax underpaid — 
This is, of course, 7/12ths of the tax on charges paid 


out of earned income. 


{2) Sole trader’s business turned into company, 
March 1, 1943. No assessments on director’s fees 
(£1,500 a year) made until late 1944. All allowances 


’ 


-and 3rd Schedule, Finance Act, 1941- 


for 1942-43 had been given against the adhe, assess- 


ment. 
1942/43 1943/44 
£1,500 0 0 


o 
390 0 6 


£1,110 0 0 


£53 12 6 
472 10 0 


ie 


£165 at 6/6 
£945 at 10/- 
£146 at 10/- 


£526 2 6 


£526 2 
306 18 


£219 
73 


£292 


Cancellation Notice. 
Tax 1943/44 su 
Tax cancelled 7/12ths 


Tax payable 1943/44 


Net Tax underpaid ... 


Coding Notice 1945/46. 
Expenses (9/10ths of £78) 
Personal Allowance bes 
Children 
Adjustment for part of net tax under- 
paid for 1943/44 and earlier years 


£155 4s. 4d. a — to 
a deduction of “ éé obs 


Allowances to be set against pay ive 


Code Number is 1. 
This leaves roughly half the underpayment to go 
forward, so 1946/47 will again be Code No. 1. 


Temporary Building> 

A reader has asked us whether any allowance can be 
claimed for temporary buildings erected on bombed 
sites, which will be removed when rebuilding starts. 
Such structures appear to be entirely covered for 
income tax by the exceptional depreciation provisions 
of Section 19, Finance Act, 1941, and for E.P.T. by the 
similar provisions of. Rule 3 (1) of Part I, 7th Schedule, 
Finance (No, 2) Act, 1939, as amended by Section 38 
Presumably, 
as in the case of air raid shelters, the ultimate expense of 
removing them will be regarded as part of the net cost. 


TRADE WITH BELGIUM . 


By three recent Orders (S.R. & O. 1945, Nos. 91, 92 
and 93) the obstacles in the way of trading with persons 
in Belgium which arose out of the Trading with the 
Enemy legislation have been removed, provided in éach 
case that the transaction was initiated on or after 
February 1, 1945. 

The Treasury and the Board of Trade point out that 
all financial and commercial transactions remain subject 
to the relevant provisions of the Defence (Finance) 
Regulations, about which traders should consult their 
bankers, and to the import and export licensing regu- 
lations of the British and Belgian Governments. Other 
limiting factors may be the availability of goods and 
ttanepest facilities. 
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- Recent Tax . Cases 
By W. B. COWCHER, O.B.E., B.Litt., Barrister-at-Law 


Income Tax—Trinidad—Trinidad company, shares all 
owned by U.S.A. company—Debt due to subs@liary com- 
pany by principal company for goods supplied—Dividend 
declared of same amount as debt and debt cancelled—By 
Trinidad Income Tax law, income from source in colony 
transmitted to non-resident is deemed to be transmitted by 
the agent of the non-resident—Whether in circumstances 
there was transmission of income from Trinidad to U.S.A. 
—Income Tax Ordinance, 1940 (Trinidad), Section 30. 

In Trinidad Lake Asphalt Operating Company v. 
Commissioners of Income Tax for Trinidad and Tobago 
(Privy Council, October 17, 1944, T.R. 321), the appeal 
was from a decision by the Full Court of the Supreme 
Court of Frinidad and Tobago, where it had been held 
th.t in the circumstances set out above there had been 
a transmission of income to the U.S.A. It was admitted 
tht the dividend was “‘income.’’ Their lordships held 
that the appellant had been validly assessed as the 
agent of the U.S.A. company. 

The judgment of the Council, given by Lord Wright, 
is a valuable dissertation upon the subject of payment 
by transmission which will, no doubt, often be referred 
to hereafter. Amongst much that is worthy of quota- 
tion, there is the following passage : +S 

‘“In the present case, no one could say that the 
entries in the books of the two companies did not 
represent a genuine transaction, and a receipt of 
money in the form in which money is transmitted and 
received as between business men. Since 1902, the 
transmission of funds has become still more divorced 
in the minds of business men, and even of lawyers, 
from the idea of any material embodiment. No 
document is necessary. Two companies separated by 
the ocean may orally agree over the wireless telephone 
that one’s debt may be set against a debt of the other, 
and both cancelled. The only evidence or material 
embodiment of the transaction may consist of entries 
in the books on each side made in pursuance of their 
agreement ...and a receipt of anything by a person 

who is at a distance from the sender involves a 

transmission.” 


Income Tax—‘ Error or mistake ’’—Part of a company’s 
premises let as a site for advertisements—Deliberately, with 
the knowledge and consent of the Inspector, rent received 
included in computation of profits for assessment under 
Case I—Correctly taxable under Schedule A—Whether 
claim under F.A., 1923, Section 24, admissible. 
Carrimore Six Wheelers v. C.I.R. (C.A., November 6, 
1944, T.R. 339) was noted in our issue of December, 
1944. In the King’s Bench Division, Macnaghten, J., 
had approved the refusal of the company’s claim by 
the Commissioners of Inland Revenue and by the Special 


Commissioners. In the Court of Appeal, the claim was | 


again refused, but upon other grounds. It was held, 
unanimously, that the Court had no jurisdiction in the 
circumstances by reason of the proviso to sub-section 
(5), which lays it down that neither the appellant nor 


the Revenue shall be entitled to require a case to be 


stated for the High Court . : 

“ otherwise than on a point of law arising in connection 

with the computation of profits or income.” 

There had been no dispute as to the proper method of 
dealing with the rent in question, and, consequently, 
no point of law arose in connection with the computation 
of profits or income. It was held, also, that the juris- 
diction of the Court, so limited, could not be extended 


by the way in which the case had been stated by the 
Special Commissioners. Leave to appeal further was 


’ refused. 


The net result of this decision would seem to be that 
except upon the narrow legal ground above mentioned, 
the decision of the Special Commissioners upon an error 
or mistake claim is final. 


Income Tax—Profession—(1) Expenses of illness—W hether 
permissible deduction in computing liability—(2)’ Whether 
onus of proof of correctness of assessment lies on Crown— 
(3) Whether alleged flaw in a notice of assessment invalidates 
—(4) Whether a case stated by one Special Commissioner, 
the other having died, valid. 

The case of Norman v. Golder (C.A., November 1, 
1944, T.R. 335) was one of peculiar interest because 
Mr. Norman is a shorthand writer in the High Court, 
and became ill whilst taking notes for the Inland Revenue. 
In the King’s Bench Division, Macnaghten, J., had held 


that an appellant who had transmitted a case signed by - 


one Commissioner ‘‘ cannot be heard to say that the appeal 
is incompetent.”” In the Court of Appeal, the Master of 
the Rolls dealt with the various arguments put forward 
by the appellant. He ruled out the medical expenses as 
not being in respect of machinery or’plant and not being 
‘“wholy and exclusively laid out or expended for the 
purposes of the trade, profession, employment, or 
vocation.” As regards the onus of proof of the correct- 
ness of an assessment, that it did not lie upon the Crown 
had been decided in T. Haythornthwaite and Sons, Lid. 
v. Kelly (1927, 11 T.C. 657). On the third point, as to 
the alleged flaw in the notice of assessment, the Master 
of the Rolls said that the appeal was not against the 
notice, but against the assessment. Upon the fourth 
point, he gave no opinion, but, as stated by Macnaghten, 
J., in the lower Court, Mr. Norman, having accepted 
the case signed by one Commissioner as a valid case for 


- the purposes of his appeal, could not subsequently assert 


its invalidity. 

However hopeless Mr. Norman’s case may have been 
in law, he has, at any rate, drawn public attention to a 
serious defect in the present income-tax scheme. Its 
general intention is to secure equality of sacrifice by 
reference to capacity. But, for reasons of administrative 
economy, this cannot be carried very far, and the 
methods are largely those of the ready-made tailor. 
Nevertheless, with a standard rate of 10s. in the {, 
inequalities. of pressure may become of grave conse- 
quence. Sickness and invalidity—but not only as 
affecting the taxpayer himself—are most potent in 
reducing the capacity to bear taxation. For example, 


‘one child defective in mind or body may be a heavier 


burden than half a dozen healthy children. The problem 
has many aspects ;. but unless it is adequately dealt 
with in connection with the “ social security ’’ proposals, 
there is, in the present writer’s opinion, nothing in 
relation to the income tax more worthy of the Chan- 
cellor’s attention. It is true that the relief suggested 
would mean more work for the Revenue staffs ; but 
there are some burdens which are accepted willingly. 


Income Tax—Charitable trust—Bequest to the vicar and 
churchwardens, for the time being, of a parish to be applied 


towards the stipend of an assistant priest—Amount to 


be such a sum “ as will produce after payment of tax and 
all other deductions the clear sum yearly of {60 ’’—Sum- 
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mons taken out to determine what sum, in view of Section 
25 (1) of F.A., 1941, should be set aside to satisfy the 
bequest. ; a 
In ve Powell (Chancery Division, November 1, 1944, 
T.R. 343) was another case where Section 25 of F.A., 
1941, produced a curious problem. It will be remembered 
that in the case of provisions, testamentary or -con- 


tractual, for payments of stated amounts free of income 


tax, made before September 3, 1939, and not varied 
afterwards, the stated amount is to be reduced to 20-29ths 
so long as the standard rate of tax is 10s. in 
the {. In the present case, three alternatives were put 
forward. For the vicar and churchwardens, it was 
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argued that the section did not apply, and that an 
amount should be set aside sufficient to produce £120 
p.a. gross. For those interested in residue, it was said 
that as it was a charitable trust entitled to exemption, 
the amount to be provided was that sufficient to produce 
£60 p.a. gn e third alternative, chosen by Vaisey, 
J., in vie of the wording of the bequest, made the 


Section applicable ; and he, therefore, decided that there 


was to be set aside a capital sum sufficient to produce 
a gross amount of {82 15s. 2d. per annum. This decision 
may be found to create difficulties at.a later stage when 
relief is claimed by the trustees under Section 37 of 
I.T. Act, 1918.” 


Accounting Principles—IX 


The Council of the Institute of Chartered Accountants 
makes the following further recommendation to its 


members on certain aspects of the accounts of companies - 


engaged in industrial and commercial enterprises. 
Whilst it is recognised that the form in which accounts 
are submitted to shareholders is (subject to compliance 


of directors, it is hoped that this recommendation will be 
helpful to members in advising, in appropriate cases, as 
to what is regarded as the’ best practice. 


IX.—Depreciation of Fixed Assets 

Fixed assets, whatever be their nature or the type of 
business in which they are employed, have the funda- 
mental characteristic that they are held with the object 
of earning revenue and not for the purpose of sale in the 
ordinary course of business. The amount at which 
‘they are shown in the balance sheet does not purport 
to be their realisable value or their replacement value, 
but is normally an historical record of their cost less 
amounts provided in respect of depreciation, amortisa- 
tion or depletion. 

Depreciation represents that part of the cost of a fixed 


- asset to its owner which is not recoverable when the asset 
is finally put out of use by him. Provision against this 


loss of capital is an integral cost of conducting the 
business during the effective commercial life of the asset 
and is not dependent upon the amount of profit earned. 

The assessment of depreciation involves the con- 
sideration of three factors: the cost of the asset, which 
is known, the probable value realisable on ultimate 
disposal, which can generally be estimated only within 
fairly wide limits, and the length of time during which the 
asset will be commercially useful to the undertaking. 


~* In most cases, this last factor is not susceptible of precise. 


calculation. Provisions for depreciation are therefore in 
most cases matters of estimation, based upon the avail- 
able experience and knowledge, rather than of accurate 
determination. They’require adjustment from time to 


- time in the light of changes in experience and knowledge, 


including prolongation of useful life due to exceptional 


. Maintenance expenditure, curtailment due to excessive 


use, or obsolescence not allowed for in the original 
estimate of commercially useful life of the asset. 

There are several methods of apportioning depreciation 
as between the several financial pericds which constitute 
the anticipated useful life of the asset. Those most com- 
monly employed in industrial and commercial concerns 
in this country are the straight-line method and the 
reducing balance method. . 

Subject to any periodic adjustment which may be 
necessary, the straight-line method (computed by pro- 
viding each year a fixed proportion of the cost of the 
asset) spreads the provision equally over the period of 


x 


_ with the Companies Act) a matter within the discretion ~ 


anticipated use. It is used almost universally in the 
United States of America and Canada and to a large 
extent in this country. Though other methods may be 
appropriate in the case of some classes of assets, the 
balance of informed opinion now favours the straight- 
line method as being the most suitable for general 
application. 

The reducing balance method which spreads the pro- 
vision by annual instalments of diminishing amount 
computed by taking a fixed percentage of the book value 
of the assets as reduced by previous provisions, is also 
largely used in this country. It involves relatively 
heavy charges in the earlier years of the life of an asset 
and relatively light charges in the later years. In order 
to provide depreciation under this method within any 
given period, the percentage applied needs to be from 
two to three times that applied under the straight-line 
method. This is a fact not generally realised, the 
consequence being that rates of depreciation fixed on 


_ this basis may tend ‘to be inadequate. 


A third method, known as the sinking fund method, 
which.endeavours to take account of anticipated income 
from funds set aside for depreciation purposes, is not 
used to any great extent in industrial and commercial 
concerns, though in public utility undertakings, where 
special considerations arise, it is frequently met. . Under 
this method, fixed annual instalments are provided and 
set aside, which with compound interest, will accumulate 


. to the cost of the asset by the end of its useful life. Where 


the amounts set aside are invested outside the business, 
the validity of the calculations depends upon the 
realisation of the anticipated net rate of interest, and 
each change in tax rates or interest yield involves re- 
calculation. Where the amounts are retained as 
additional working capital, the effect is to make a 
ado g charge in the periodic accounts for depreciation, 

use the fixed periodic instalment has to be supple- 
mented in each period by an amount equivalent to 
interest on past provisions. Experience shows that, with 
the uncertainties inescapable in industrial and com- 


mercial enterprises, it is not prudent to place reliance | 


upon the accrual of additional earnings to the extent 


required. 

A fourth method, also not commonly used in industrial 
and commercial concerns, is the renewals reserve method, 
under which round sums, not necessarily computed by 
reference to the useful lives of the assets, and sometimes 
determined largely by the results of the year’s trading, 
are provided and set aside as general provisions towards 
meeting the cost of future renewals. This method does 
not accord with a strict view of depreciation and may 
distort the annual charges to revenue. 

The different natures of assets involve consideration in 
deciding on the method of depreciation appropriate in 
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each case. Unless the methods adopted are applied 
consistently the usefulness of periodic accounts for the 
purpose of comparison of one period with another may 
be vitiated. 

Whatever be the method adopted, the periodical 
revision of depreciation rates and the ascertainment of 
the residue of cost which has not been covered by 
depreciation provisions made up to any given date are 
greatly facilitated by, and often impracticable without, 
the maintenance of fixed asset registers showing the cost 
of each asset, the provisions for depreciation made 
thereon and -the basis on which these have been 
calculated. 

RECOMMENDATION 

It is therefore recommended that : 

1. Provisions for depreciation, amortisation and 
depletion of fixed assets should be applied on consistent 
bases from one period to another. If additional pro- 
visions prove to be necessary, they should be stated 
separately in the profit and loss account. Where 
practicable, fixed assets in existence at the balance sheet 
date should normally be shown in the balance sheet at 
cost and the aggregate of the provisions for depreciation, 
amortisation and depletion should appear as deductions 


_ therefrom (see Recommendation VIII). The extent to 


which these provisions are being kept liquid will then be 
ascertainable from the balance sheet as a whole. — 

2. Such provisions should be computed on the bases 
mentioned below as being appropriate to the particular 
class’ of asset concerned : 

(a) Goodwill and Freehold Land 


Depreciation does not arise through use in the - 


business, except in the case of freehold land 
acquired for purposes such as are referred to in 
(d) below. Amounts set aside to provide for 
diminution in value do not constitute a normal 
charge against revenue and should be shown 
separately in the profit and loss account. — 


(b) Freehold Buildings, Plant and Machinery, Tools and 

_ Equipment, Ships, Transport Vehicles:and similar 
assets which are subject to depreciation by reason of 
their employment in the business. 
_ Provision for depreciation should, in general, be 
computed on the straight-line method. Assets of 
very short effective life, such as loose tools, jigs and 
patterns, may, however, frequently be dealt with 


more satisfactorily by other methods such as re- - 


valuation, which in no case should exceed cost. 


(c) Leaseholds, Patents and other assets which become 
exhausted by the effluxion of time. 


Provision for amortisation should be made on’ 


the straight-line basis, including, in the case of 
leaseholds, allowance for the estimated cost of 
dilapidations at the end of the lease or useful life 
of the asset if shorter. If a leasehold redemption 


policy is effected with an insurance company, the 


charge of the annual premiums to profit and loss 


account provides a satisfactory method of amor- 


tisation if supplemented in respect of dilapidations. 

(d). Mines, oil wells, quarries and similar assets of a 
wasting character which are consumed in the form 
of basic raw material or where the output is sold 
as such. 

Provision for depreciation and depletion should 
be made according to the estimated exhaustion of 
the asset concerned. In the case of an under- 
taking formed for the purpose of exploiting this 
particular class of asset, if the practice is to make 
no provision this should be made clear in the 
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accounts so that shareholders may realise that 
dividends are, in part, a return of capital. ° 

3. Where a method different from that recommended | 
has hitherto been followed and it is not considered 
practicable or desirable to make a change in the case of 
assets already in use, it is suggestéd that the methods 
recommended should be followed in cases of assets 
subsequently acquired. 

4. Details of all fixed assets should be kept (preferably 
in registers specially maintained) to show the cost of 
each asset, the provisions made for its depreciation and 
the basis of the provisions made. ; 

5. Amounts set aside out of profits for obsolescence 
which cannot be foreseen, or for a possible increase in 
the cost of replacement, are matters of financial prudence. 
Neither can be estimated with any degree of accuracy. 
They are in the nature of reserves and should be treated 
as such in the accounts. 


The Society’s Scottish Branch 


Presentation to Secretary 


At the Scottish Council meeting on February 9, 
Mr. P. G. S. Ritchie, F.S.A.A., who presided in the 
absence of Mr. R. T. Dunlop, said he had a pleasant duty 
‘to perform, although he would have preferred Mr. Dun- 

had been able to be present to do it. For some time 
past many of them had thought some tangible recognition 
was due to their , Mr. James Paterson, for the 
work he had done for the Scottish Branch for more years 
than he cared to remember, and particularly for the 
younger members and students. By the appointment of 
his son as Assistant Secretary, they hoped that Mr. 
Paterson would be relieved of some of the more onerous 
duties relating to the post-war years. In any case, they | 
were all delighted to find him as hale and as energetic 
as ever. It was difficult to choose a suitable gift these 
days, and they had decided to hand Mr. Paterson a wallet . 
and cheque in order that he would, when convenient, 
cheose for himself some reminder of the affection and 
esteem which members and students had for him and 
for the work he had done for the Scottish Branch. 

Mr. Paterson said he was completely taken by sur- 
prise as he had had no intimation of the intention, and 
was quite unprepared for this handsome gift. He could 
only thank the members and students for their great 
kindness. What he had done—and what he hoped to 
be able to do for some time yet—for the Scottish Branch, 
and particularly for their students, had always been a 
great pleasure to him, and it was an additional satis- 
faction that he had earned their affection and esteem. 
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‘The Month in the City 


FINANCE | 


Exchequer Bonds and Gilt-Edged 

The Government’s decision to retain Exchequer 
-bonds, as well as Savings Bonds, on tap “for the 
present,” did not greatly surprise the City, although 
many people had assumed that the former issue would 
be withdrawn during the middle of last month when it 
technically became a “‘ short.’’ There was, however, no 
inherent reason why it should not remain in issue longer, 
and the Treasury’s policy 
understandable. Hitherto Exchequer Bonds have not 
brought in much over £100 million, but they will doubt- 
less be more attractive as they become shorter, and the 
authorities would like to see large subscriptions to a 
loan which matures at a time which is relatively free 
from other obligations. In addition, they may have 
felt that at a time like the present, when investors prefer 
to be liquid, the introduction of a longer-dated security 


might have had an adverse effect on gilt-edged prices . 


generally by increasing the relative supply of the 
“‘longs.”’ As it is, the retention of Exchequer bonds has 
had a very favourable effect on the prices of long-dated 


stocks. The event has been interpreted as a reinforce-' 


ment of the cheap money policy, and the implication 
‘that the yield margin between short and long-dated 
issues is still too wide has brought a considerable demand 
for the latter. The idea that cheap money is well estab- 
lished for after the war has also found some backing in 
the terms at which local authorities will be allowed to 
borrow during the transition period. Their borrowing is, 
of course, to be centralised through the Local Loans 
Fund, and the schedule of rates recently announced in 
Parliament ranges up to 3} per cent. for long-term loans. 
It is argued from this that if the Government envisage 
long-term municipal borrowing at such a low rate, they 
must clearly be confident of being able to borrow just 
as cheaply themselves. The rates are, in fact, so adjusted 
as to provide approximately the same terms for both 
central and local borrowing. i. 


Capital Issues Control EAP? 
The statement recently made by the Chancellor of 
the Exchequer on the subject of capital issues control 
has not been received with enthusiasm in the City. 
There is to be no change in the policy of placing issues 
with a small number of investment institutions, which 
means that the principal cause for dissatisfaction 
remains. The ordinary investor will continue to be 
excluded; and the issuing companies will still be raising 
their capital on relatively unfavourable terms. What 
modifications the Chancellor is making in the existing 


arrangements will, in fact, tend to produce an even . 


more unsatisfactory situation. In future the institutions 
taking up the new issues will agree not to sell or to 
apply for permission to-deal for six months after the 
placing. With their freedom of action thus circum- 
scribed, the institutions will no doubt be obliged to 


insist on issue terms which are even less favourable 


than before to the company raising new capital. Since 
the trend of prices is particularly uncertain during the 
next six months, the investment institutions are likely 
to include a further charge for their additional risk. 
There is also to be no change in the present policy with 
regard to “‘ grey market ’”’ dealings. Those who deal in 
unquoted securities will still be e to obtain 


‘“‘ permission to place” from the Capital Issues Com- 
mittee. There was nothing in the Chancellor’s statement 
_ to suggest that the real bone of contention between 

the City and the authorities, which came to a head in 
the G.E.C. issue, has been satisfactorily settled. When 


on the matter was quite. 
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the investment institutions, after holding new issues. for 
the requisite six months, ask the Stock Exchange for 
permission to deal, their applications will presumably 
still run the risk of being turned down on the grounds 
that a false market would be created. Indeed, since the 
terms of issue will be even further removed from what 
would have prevailed in a free market, the Stock Ex- 
change would have grounds for being more disinclined 


- to give permission. There is, however, some hope that 


these controversial matters will be settled behind ‘the 
scenes, and in any event, the Chancellor’s conclusions 
can only be regarded as temporary—before the transition 
period involves a larger flow of new issues. 


Company Rules 
The Stock Exchange has recently added to the require- 
ments which a company seeking ‘‘ permission to deal ”’ 
will be called upon to fulfil. One of the most important 
of these new rulings concerns dividend and preliminary 
profits statements. In addition to the usual particulars, 
companies will have to undertake to provide comparative 
net profit figures at the same time as their dividend 
statement. They will also be required to supply “ any 
other information necessary to enable the shareholders 
to appraise the position of the company and to avoid 
the establishment of a false market in the shares.”’ This 


- wide provision should stop many loopholes, but it would 


have been even more satisfactory if the information 
required could have included trading profits as well as 
net profits. Taken by themselves, the latter can often 
be as misleading as no profit figures at all, particularly 
when there are sharp changes in the tax and other charges 
made before arriving at net profits. Another important 
provision included in the new rules is that companies 
with subsidiaries should circulate consolidated balance 
sheets and profit and loss accounts, and that companies 
should inform the Share and Loan Department of any 
proposed change in the nature of their business. It is 
also laid down that companies should consult the Stock 
Exchange if they wish to make drawings of stock in 
larger units than £100. . 
Foreign Bonds , pa 

The annual report of the Council of Foreign Bond- 
holders has quite a number of successes to report during 


the past year. Several Latin American debtors, like 


Colombia, Guatemala, Nicaragua and P y, have 
repaid or resumed the service of their external debt, but 


there are other cases in which the position is still un- 


satisfactory. The report makes it clear that the treat- 
ment by Latin American countries of overseas debtors 
depends very largely on the attitude of the United 
States, whose influence is so considerable in its own 
hemisphere. It is noted in this connection that the 
feeling is growing in the United States that its “ good 
neighbour ’’ policy should be reciprocated by a “ good 


' debtor ”’ policy on the part of South American countries. 


The prospect of a settlement by European and Far 
Eastern debtors, on the other hand, depends on even 
more complex considerations. The attitude of all 
members of the “‘ Big Three ’’ will count in de ini 
this problem, and it is still doubtful how the claims of 
the pre-war bondholder will rank beside the many new 
claims which have been created by the war. The 
majority of belligerent debtor countries have small 
means to resume their external debt service ; it is only 
to Latin American debtors and a few neutrals in other 
parts of the world that the war has brought the favour- 
able trade balance needed for the full service of external 
debts. 
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Points. from Published Accounts 


Utility Companies’ Accounts > 

This month has seén the first fruits of the repeal of 
the Order prohibiting publication of the accounts of 
public utility undertakings. In point of importance, 
pride of place must be given to the accounts of the 
Central Electricity Board ; this body has outstanding 
£52,263,345 of fixed income stock, and the relaxation 
of censorship restrictions has been promptly followed 
by the issue of its annual reports and accounts for the 
years 1940 to 1943. All public utility enterprises are 
evidently not prepared to give their stockholders 
equally~comprehensive information, for the 1944 report 
of the Wandsworth and District Gas, which has just 
been issued, makes no reference to the results for the 
years 1940 to 1943. On the other hand, Yorkshire 
Electric Power, which also has now reported in respect 
of the calendar year 1944, presents a detailed picture of 


' the experience during the intervening years. The 


revenue account has four el columns, three of 
them relating to 1941, 1942, and 1943. The figures in 
these columns are printed in red, while those for the 
latest year, which make up the fourth column, are in 
black. The same procedure is applied to the statement 
of capital account, appropriation account, and the 
depreciation and reserve fund. The directors’ report 
incorporates a similar four years’ statement of net 
profits and appropriations, but the shareholder who 
compares this statement with that given in the appro- 
priation account may find himself puzzled. The transfers 
to reserves and other allocations appear at different 
figures in each of these statements. The explanation is 
that in the appropriation account the balance brought 
forward from the previous year is that determined 
before making the appropriations for that year, so that 
the transfers shown in the 1941 column actually relate 
to 1940, and so on. In the directors’ report, on the other 
hand, the amount brought forward is the sum left after 
deducting the appropriations made in respect of the 
previous year. The latter method has obvious advan- 
tages, among them that it shows the net amount left 
to be carried forward; and it is in accordance with 
authoritative accounting recommendations. It would 
avoid confusion if in future the statement in the direc- 
tors’ report were made a model for emulation in the 
appropriation account. 


Key Glassworks . 

An improved form of accounts has been adopted by 
Key Glassworks. In 1942-43 the prime_profit figure was 
one of £85,336, described as ‘‘ net profit for year... 
after providing for depreciation on plant, machinery, 


etc., war damage insurances and contributions,’’ and | 


in addition investment revenue was shown, less tax, at 
£784. For the past year there is a “ profit on trading 
for the year” of £66,396, which is shown to be subject 
to a provision of £32,000 for taxation and to deductions 
of £6,281 for depreciation and £997 for war damage 
insurance and contributions. The amount of the two 
last-mentioned debits is shown for the first time, while 


the £32,000 “‘ provision for taxation on current year’s ~ 


profits ’’ compares with {50,000 transferred to “‘ tax- 
ation reserve ’’’ a year ago: This time, too, dividends on 
investments are brought in at their gross amount of 
£1,425. In the balance sheet the cumbrously worded 
entry ‘‘ sundry expenses, including expenses accrued 
due” has given way to the more orthodox description 
“sundry creditors, including provision for taxation ”’ ; 


- but the fact that the amount of the tax reserve is not 


disclosed must be regarded as a defect. The various 
balance sheet items are now grouped in a more logical 
order, with sub-totals shown. One helpful feature, 
carried on from the old form of accounts, is the pre- 
sentation of a schedule of the investments, under which 
heading tax reserve certificates are given a separate 
entry. Our criticisms here would be that two investment 
holdings which apparently are in the nature of trade 
investments have been included in a total of £91,012, 
which is then grouped with cash, debtors and stock to 
make a total of £278,745. This total is not specifically 
described as representing current assets, but that is the 
impression created by the grouping, and it would be 
better were the trade investments to be given a separate 
heading. : 


L. & J. Weber and Phillips 

A new feature in the directors’ report of L. & J. 
Weber and Phillips is that the net profits for 1944 are 
described as being determined after providing {£17,530 
for taxation and £2,350 for deferred repairs. The profit 
and loss account mentions that taxation and deferred 
repairs have been provided for, but it does not give the 
amounts involved. It makes no reference, either, to 
depreciation ; yet the balance sheet clearly shows that 
£1,959 has been written off machinery and plant, 
fixtures and fittings under this head. There can be no 
valid reason why these various particulars of charges 
against revenue should not be indicated in the profit 
and loss account, which would then have the additional 
merit of showing a gross revenue figure. Where inform- 
ation such as this is made available, the profit and loss 
account is the place to assemble it. In some respects 
the balance sheet is most informative. Thus the book 
value of £17,455 placed on machinery and plant fixtures 
and fittings is determined by taking a cost price of 
£17,096, supplementing this by additions of {45,843 
made in the years from 1920 to 1943, and by additions 
of £1,684 made in 1944, and then deducting depreciation 


of £45,209 in the years 1920 to 1943, and £1,959 for . 


1944. Investments are brought in at £129,498. The 
bulk of this item is made up of shares of £98,150 in a 
subsidiary ; this could with advantage be grouped with 
advances of £2,213 to that company, at present bracketed 
with sundry debtors, so leaving the balance of the invest- 
ments item to represent marketable securities. 


Nelson Financial Trust 

- Although the chairman of Nelson Financial Trust 
intimates that revenue during 1943-44 benefited appre- 
ciably from the collection of arrears, no indication of 
the amount of these arrears receipts is givén in the 
accounts. An even more important omission is that 
nowhere are shareholders told the current value of the 
investments, which are brought in “ at or under cost, 
less reserves (including amount of capital reduction).” 
This wording recalls that during the year the ordinary 
capital was reduced by writing off 12s. from each of the 
old {1 shares. The object was to eliminate heavy 
investment depreciation shown on revaluation, and in 
view of that unpleasant necessity it is surprising that 
ordinary shareholders are not even told in general terms 
whether investment appreciation or depreciation now 
exists. It is perfectly true that the practice of invest- 
ment companies varies greatly in this matter of dis- 
closing the investment position. There can, however, 
scarcely be two opinions as to the advantages of relating 
the book cost of the investments to their present worth. 
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Legal Notes 


LAW 


: COMPANY LAW — 
Notice of Meeting—Shareholders living abroad., 


The war has caused unforeseen difficulties for com- _ 


panies in sending requisite notices to members whose 
istered addresses are abroad. It has already been 
held that notices to members in enemy-occupied countries 
can be dispensed with. In Re Warden and Hotchkiss, Lid. 
(1945, W.N. 22), notice of an extraordinary general 
meeting of. the company had not been sent to five 
members who lived and had their registered addresses 
in South Africa. The company’s articles provided for 
seven days’ notice at least, but that the non-receipt of 
such notice by any member should not invalidate the 
proceedings at any general meeting. They also pro- 
vided that a notice might be served on any member, 
either personally or by sending it through the post in 
a prepaid letter, addressed to such member at his 
registered place of abode; that any notice served by 
post should be deemed to have been served at the time 
when the letter containing the same would be delivered 
in the ordinary course of the post ; and that in proving 
such notice it should be sufficient "to prove that the 
letter containing such notice was properly addressed 
and posted. : 
Uthwatt, J., referred to Section 117 (2) of the Com- 
panies Act, 1929, which provides that a resolution shall 
be a special resolution when passed by a specified 
majority and at a general meeting of which not less than 
21 days’ notice has been duly given, and to Section 
117 (6), which provides that notice shall be deemed to 


The Emergency 


In.our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime 
enactments and Orders which most concern the accountant. 


The fifty-fifth instalment is given below. The summaries — 


ave not intended to be exhaustive, but only to give the 
main content of an Act or Order, the full text of which 
should be consulted if details are required. 


ORDERS 


EXPORT 
No. 1424 (1944). Export of Goods (Control) (No. 3) Order, 
1944, : 


Nos. 12, 150 (1945). Export of Goods (Control) Orders, 
1945, Nos. 1,2...” 

Some deletions are made from the list of goods needing 
export licences forall destinations. The list of terri- 
tories to which all exports are prohibited has been 
shortened. > 

(See Accountancy, January, 1945, page 81.) 


LIMITATION OF SUPPLIES 
No. 1413 (1944). Limitation of Supplies (Polishes). 
No. 62 (1945). Limitation of Supplies (Miscellaneous) 
(No. 25) Order, 1945. y 
No. 63 (1945). Limitation of Supplies (Toys and Indoor 
Games) Order, 1945. 

The control of wax polishes and lighting fittings is 
removed. Toys and indoor games are controlled under a 
special Order, and removed from the ‘ Miscellaneous ”’ 
category ; the quota for the six months to July 31, 1945, 
is 25 per cent. instead of 12} per cent. The control of 
photographic goods is continued. : 

(See AccouNTANCY, January, 1945, page 81.) 


. 
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have been duly given when given “in manner provided 
by this Act or by the articles.’’ In this case the matter 
was clearly governed by the articles. As to the con- 
tention that it was unn to serve members with 
registered addresses outside the United Kingdom, 
because of the inconvenience and of the futility of 
sending such ‘notices, the Judge said the Companies 
Acts left it to a company to frame its own articles as 


it thought proper, so that any inconvenience resulting 


from provisions as to service of notices contained in 
particular articles was of the company’s own making. 
As regards the futility argument, it was always possible to 
give longer notice than the minimum of 21 days. By the 
articles, notices must be sent to all members, and there 
was no exception to exclude from notice mémbers with 
foreign registered addresses. In a case decided in 1870, 
when the facts and statutory provisions were similar, 
it had been held that it was not necessary for the validity 
of a special resolution that notices should be sent to 
shareholders resident in New York. Although that case 
had been followed in Re Newcastle’ United Football Co., 
Lid. (1932, W.N. 109), that decision had not been ac- 
cepted in practice. Uthwatt, J., refused to follow 
those decisions, but said it was time the matter was 
settled by a higher authority. He held, in the present 
case, that the resolution in question had not been 
validly passed because the meeting had not been duly 
convened. He therefore dismissed the petition to 
confirm alteration of objects, but extended the time in 


which the company might. appeal. 


Acts and Orders 


PUBLIC UTILITY UNDERTAKINGS 
No. 1449 (1944). Public Utility Undertakings (Prevention 
of Publications) Order, 1944. é‘ 
The accounts of public utility undertakings may be 
published after the expiration of six months from the 
end of the accounting year, unless a special notice is 
served on the undertakers by the Minister of War 
Transport. ; 
(See AccounTANcy, January, 1945, page 81.) 


TRADING WITH THE ENEMY 
No. 1416 (1944). Trading with the Enemy (Enemy Terri- 
tory Cessation) Order, 1944. 

Cyrenaica, Tripolitania, and the former Italian East 
Africa are no longer to be regarded as enemy territory. 
Nos. 11, 46 (1945). Trading with the Enemy (Specified 

Persons) (Amendment) Orders, 1945, Nos. 1, 2. 

A revised schedule is given of persons to be treated as 
enemies. No. 46 amends this. 

(See AccouNTANCY, January, 1945, page 82.) 


WAR RISKS INSURANCE 
No. 1314. Defence (War Risks Insurance) Regulations, 
1944. 
No. 1325. War Risks (Commodity Insurance) (Extension 
of Insurance and Premium) Order, 1944. 

The Board of Trade is empowered to extend the term 
of commodity insurance policies. Policies expiring on 
December 2, 1944, are continued in force till March 2, 
1944. The premium for new policies is at the rate of 
~ ey per cent. for the three months, with a minimum 
of 5s. 

(See Accountancy, October, 1944, page 20.) 


ant <4 4 ost Oa Od 


a 
ae 
OM ay Dis ; . 7 . ; 
i I ‘ : 
> / ws 
on al ; : 
| ee — 
iq oo 
7 
_ 
i ( 
( 
: | 
k ‘ 
: ee | 
| 
Po : | 
a 
ae 
7 | rao : 


sa 


Seas SR Bn RSOEES 


POM Bee evr aon 


ano @ 


March, 1945 


ACCOUNTANCY as 121 


Society of Incorporated Accountants 


SIR JAMES MARTIN MEMORIAL 
EXHIBITION 
The Council of the Society, on the recommendation of the 
Examination and Membership Committee, has awarded the 
Sir James Martin Memorial Exhibition in respect of the 
Intermediate Examination held in Au , 1944, to Miss 
Violet Joyce Williams Bennett, Articled k to Mr. Percival 
White, M.B.E., F.S.A.A. (Messrs. White and Pawley), 
Plymouth. 
RESULTS OF EXAMINATIONS 
DECEMBER, 1944 
Passed in Final 
Order of Merit 
WATERFALL, RONALD FREDERICK, Borough Treasurer's: 
Department, Barking (First Certificate of Merit). 
Day, Mary Acatua Sarak, clerk to bas Seige & Sons, 
Stroud, Glos. (Second Certificate of 


Alphabetical Order 


BERLAK, HERMANN LupwiG, clerk to.J. Dix Lewis, Cesar, 


Duncan & Co., London. 

Bonwick, ARTHUR BapEN, Groome & Ramsdale, Man- 
chester Saag § Accountant). 

CHARLES, WILLIAM VERNON eg clerk to W. H. Charles, 


Llianelly. 

Curry, Mary KATHLEEN, clerk to W. H. Curry, Bradford. 

FAIRHEAD, HAROLD NESLEN, clerk to Lovewell, Blake & Co., 
Great Yarmouth. 

GARDNER, WILFRED, clerk to Peat, Marwick, Mitchell & Co., 
Middlesbrough. 

GRACE, EDWARD PaTRICkK, clerk to M: K. Brazil, Waterford. 

GREENE, HERBERT CHARLES McELwEE, clerk to Rawlinson, 
Allen & White, Sligo. 

GREENWAY, BERNARD ARTHUR, Borough Treasurer’s Depart- 
ment, West Bromwich. 

Hatt, Joun, Deputy Borough Treasurer, Heywood. 

HAYTHORNTHWAITE, WILLIAM ARTHUR, City Treasurer's 
Department, Plymouth. 

HEAL, ARTHUR Joun, clerk to Kimberley, Morrison & Co., 

- Birmingham. 

KryTE, Epwarp Henry, City Treasurer’s Department, 
Plymouth. 

LEIGH, SIDNEY WALTER, clerk to Jones, Crewdson & Youatt, 
Manchester. 

MarTIN, CHARLES PETER, clerk to Belton & Co., Dundalk. 

MAwDsLey, James Hersert (Horace Rhodes & Co.), 
Halifax (Practising Accountant). 

MULLEN, JOHN Francis (W. A. Collier Booth & Co.), 

1 (Practising Accountant. 

Murcn, GEOFFREY ARTHUR, City Treasurer’s Department, 
Plymouth. 

NORTCLIFFE, ALBERT, Borough Treasurer’s Department, 
Harrogate. 

PEARSON, NORMAN HENRY, clerk to Bolton, Pitt & Breden, 
London. 

Wee. WILi1aM Jonny, clerk to Walker, Weller & Roy, 


vern. 
WRIGHT, REGINALD STEER, Principal Accountant’s Division, 
Admiralty, London. 
SuMMARY :— 
2 Candidates awarded Honours. 
22 Candidates Passed. 
29 Candidates Failed. 


$3 Total. 


Passed in Intermediate 
Order of Merit 
PoLLtoTt, Brian Runciman, B.A., H.M. Assistant Inspector 

of Taxes, Dudley (First Place Certificate). 
Alphabetical Order 
ALEXANDER, Fe Bix, clerk to W. C. Watson (Campbell, 
Watson & Co.), Belfast. ; 


4 Borough 
Brapy, Wr.1aM, clerk to Henry V. Olver (Olver & 
Belfast. 


Treasurer, ~ yes 
Spence), 


CHATTERJEE, SAILENDRA Kumar, B.Sc., formerly clerk to 
cam 3 inoue Cran Gok te & ( 
HEN, NARD CyRIL, to B. Phillips (Percy Phillips 
& Co), London, 
Coox, ERNEsT Patrick, clerk to Cox & Furse, Birmingham. 
CRAMP, GEOFFREY LAURENCE, Roguty Borough Treasurer, 
Leyton, London, E.10. 
Dopp, Rosert, clerk to Barron and Barron, York. 


Berry, WILLIAM HUBERT, 


- Dutrrecp, RayMonp Joun, clerk to L. W. Huggins (Kings- 
ucester. 


cott, Dix & Co.), Glo 
Esson, Lorna Marjoris, clerk to E..- Victor Amsdon 


(Amsdon, Cossart & Wells), Letchworth. 
Evans, Davip GraHaM, clerk to A. W. Phillips (Phillips & 
Trump), Cardiff. 


-GuosaL, Karuna Moy, formerly clerk to B. P. Gharda & Co., 


Bombay. 
GRanT, JAMES, Deputy Borough Treasurer, Retford. 
“HarpvInG, GEOFFRE some clerk to Derbyshire & Co., 

London. 

KINGSLEY, JoHN Epwin, clerk to B. F, Sharman (Sharman 


N pton. 
Lesiiz RicHMonpD, clerk to Bretherton, Hurst 
& Co., Liverpool. 


MCALLISTER, GORDON, clerk to W. G. Strachan (Martin, 
Farlow & Co.), London. 

Marspen, Keitn, clerk to M. Bailey (Jacques & Stirk), 
Keighley. 

Munn, THomas ALFRED, clerk to Mannington & Hubbard, 
Hastings (serving with H.M. Forces). 

Murpuy, Fercus Henry, clerk to R. P. J. Smyth (Stritch 


and Smyth), Dublin. 
Onton, JAMES WILFRED, clerk to Henry A. Morley, Notting- _ 


ham. 
Owen, ALBERT STANLEY, clerk to G. H. Kelsey (J. Nicholson 


and Co.), Lincoln. 
NgILL, JoHN Francis GoopLanpD, clerk to Pelham Plunkett . 


and Waterford. 

Pratt, LESLIE CHARLES, clerk to Victor W. Sayer (Victor Ww. 
Sayer & Co.), Surbiton. 

Princep, ANTHONY, clerk to A. G. Oliver (Hackett & Oliver), 


Birmingham. 
Putin, PETER Joun, clerk to C. Neville Russell (C. Neville 


Russell & Co.), London. 
RANDLES, KENNETH HAROLD, clerk to W. S. Tomlinson, 


Newcastle, Staffs. 


_ Roope, WiLt1aM Aran Critcuiey, City Treasurer's Depart- 


ment, Salisbury. 

ScaTTERGOOD, ALAN, clerk to S. Woodyer (Blease & Sons), 
Liverpool. 

Storr, GEOFFREY WILLIAM, clerk to W. E. Storr (Hollings, 

_ Crowe, Storr & Co.), Otley. 

TayLor, Ernest Row.anp, Borough Treasurer, Conway. 

VAUGHAN, ALBERT, clerk to F. Allen (Rawlinson, Allen and 
White), Portadown. 

VeasEy, ALLAN ARTHUR, clerk to C. M. Tustain (Thomas 
May & Co.), Leicester. 

Wa kER, FRANcis, clerk to Frank S. Perryman, West Hartle- 

1. 

wens Tuomas, Borough Treasurer’s Department, Luton. 

WuittTincHamM, Dovctas Brown, clerk to P. V.. Wheeler 
(Harper, Kent & Wheeler), Shrewsbury. 

Witson, Ertc THomas ULLATHORNE, Borough Treasurer’s 
Department, Deal. 

Woop, Joun prorat clerk to Thos. Hayes (Thos. Hayes 
and Sons), Leeds 


SuMMARY :— 
1 Candidate awarded Honours. 
39 Candidates Passed. ; 
70 Candidates Failed. : 


110 Total. 


e a 3 a | 
ee 
& Armson), Leicester. 
KirBy, WALTER BADEN PowELL, Practising Accountant, ; 
) ee 
tC ; 
4 
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Passed in Preliminary 
Alphabetical Order 


.  Atrorp, RonaLtp RosBert, 93, Tennant Street, Hebburn-on- 


Tyne, Co. Durham. 
— Davin FrReEpeEricK, 89/81, Sheepscar Street, 
a A 
BENNETT, STANLEY GEORGE, 34, Parkmore Drive, Terenure, 
Dublin. 
Brett, JAMES ARTHUR, 43 Wolsey Road, Esher, Surrey. 
BRIGHTON, PETER ROBERT, 83 Great Field Road, Kidder- 
- a 


Casson, WiLLt1amM Howarp, Dental Centre, "H.MS. Ferret, 
c/o G.P.O., London (serving with H.M. Forces). 

CLINTON, ROBERT JAMES, 18 Foyle Road, Fairview, Dublin. 

Connors, WILLIAM FRANK, 61, Rectory Place, Woolwich, 
London, S.E.18. 


_ Coomss, Brian JAMES, 47, Cecil Avenue, Sale. 


CruisE, Davip GaRDINER, Ardena, Graham’s Bridge Road, 
Dundonald, Belfast. 
‘Doucan, Patrick Joun, 58 Hand Street, Drogheda. 
FuGarRD, THomMAsS ANDREw, 65, Queen Street, Lurgan. 
GAYTHORPE, Harry LYTHALL, Elmfield Gardens, Back Lane, 
Bramley, Leeds. 
HainsworTH, BERNARD, 122, Vesper Road, Kirkstall, Leeds. 
Harris, RICHARD Ernest, 50, Harper Street, Belfast. 
HeEeEtIts, Dennis, 25 Lesley Avenue, Fulford Road, York. 
Hickson, DEREK LESLIE, 32, Rosebury Vale, Ruislip. 
HoLroyp, ALBERT, 23, Agbrigg Road, Sandal, Wakefield. 
KinG, FRANK Epwin Gorpon, 3 Silkfield Road, The Hyde, 
Hendon, Lordon, N.W.9. 
Knicut, HamisH Guy Scott, 21, Fox Lane, London, N.13. 
RY RoGerR Henry, 21, Grove Close, Chase Side, London, 
MattHeEws, Eric Lesiz, 50, The Oval, Gloucester. 
Murray, JosePpH Gowan, 17, Villiers Road, Rathgar, 
PECKETT, DEREK, 33, Osborne Road, West Hartlepool. 
Piccott, RoGErR Hatvor Epwin, Marlpools, Heybrid 
Lane, Prestbury. . at 
Ricc, Ronatp Legs.iz, 319, Brook Lane, Birmingham. 


- RoBerts, WILLIAM Puitip, 6, Llewelyn’s Lane, Denbigh. 


ROBINSON, PETER JAMES, 228, Luton Road, Dunstable. 


“Scott, Victor, 20, Edenderry, Shaw’s Bridge, Belfast. 


—-. MARGARET, 74, Uphill Road, Mill Hill, London, 
Somers, SYDNEY CHARLES, 50, Lower Richmond Road, 
Mortlake, London, S.W.14. 
TAYLOR, RONALD KENNETH, 37, Roxholme Terrace, Potter- 
newton, Leeds. , 
THompson, GARNER, 74, Clarendon Road, Hazel Grove, 
Stockport. fe 
WaRNETTI, Lesiiz, 21, Barlow Street, Barkerend Road, 
Bradford. 
WETHERELL, ALAN Harrison, 5, Crowther Lane, Swanland, 
North Ferriby, East Yorkshire. 
WRIGLEY, GzorGce Kenneth, 48, Haslingden Drive, Heaton, 
Bradford. 
YouncG, Rosert, 16, Breda Park, Saintfield Road, Belfast. 
SUMMARY :— 
37 Candidates Passed. 
38 Candidates Failed. - 


75 Total. 


SCOTTISH BRANCH | 


A meeting of the Council of the Scottish Institute of 
Accountants, the Scottish branch of the Society, was held 
in Glasgow on Friday, February 9. In the absence through 
illness of the President, Mr. R. T. Dunlop, Mr. P. G. S. 


‘Ritchie, one of the Vice-Presidents, presided. 


The eneney Mr. James Paterson, reported on a variety 
of matters affecting the members and the profession in 
Scotland, and also as one of the Scottish representatives on 
the London Council on other matters of general interest to 
the profession. : : 


’ , 
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NEW YEAR HONOURS 


Wing Commander C. F. G. Rogers, R.A.F. (Accountant 
Branch), who is an Associate of the Society, has received the 
honour of O.B.D. (This is an addition to the list in our 
February issue.) 


PERSONAL NOTES 


Mr. R. MacGillivray Tough, A.S.A.A., has been appointed 
County Accountant of Wiltshire. . 

Mr. Walter P. Gunn, Incorporated Accountant, has been 
admitted into re in the firm of Messrs. V. Wolfgang 
Bell & Co., 6, Street Place, London, E.C. 

Mr. W. H. Higginbotham, Incorporated Accountant, who 
for some years has been a director and secretary of Edgar 
Allen & Co.. Ltd.; Imperial Steel Works, Sheffield, 9, has 
been elected Chairman of the company.. Bees 


- REMOVALS 


Messrs. Bardell & Co., Incorporated Accountants, have 
* removed their offices to 30, Paradise Street, Birmingham. 


Mr. L. R. Welford, Incorporated Accountant, of Messrs. 
Welford, Trott & Co., advises that the firm are removing to 
4, Tokenhouse Buildings, King’s Arms Yard, Moorgate, 


_ London, E.C 


OBITUARY 


_. EDWARD SINFIELD 
Mr. Edward Sinfield, “A.S.A.A., a partner in Messrs. R. H. 
Bridgwater & Co., Incorporated Accountants, Birmingham, 
died on January 10, at the early age of 47. After active 
service during the last war he served articles with Mr. Ralph 


H. Bridgwater, and became a member of the Society in 1922- 


Mr. Sinfield was admitted to partnership in the firm in 1934. 
During the t war he was an active member of the 
Home Guard until ill-health compelled him to resign in 1943. 
He was also a preacher for the Baptist Church. 


FRANK HOWARD OWERS 
We record with regret that Mr. F. H. Owers, F.S.A.A., 
died on January 18 at the age of 80. Mr. Owers had been a 
member of the Society of Incorporated Accountants since 
1897. He was County Accountant of Essex for forty years 


till his retirement in 1932, and was also for a long period 


Secretary of the County Accountants’ Society. 


CORRESPONDENCE WITH 


BULGARIA AND FINLAND 


The Board of Trade announce that by arrangement with 
the Postmaster-General they have’ made General Licences 
(S.R. & O., 1945, Nos. 145 and 182) authorising business 
correspondence with Bulgaria and Finland. Banks and other 
financial institutions may now reply to requests for inform- 
ation from their depositors in these countries, documents 
such as birth, death, marriage certificates and wills may be 
transmitted, and firms may exchange business information 
with a view to the future resumption of business relation- 
ships. The resumption of private trade is not yet permissible. 
The despatch of powers of attorney and proxies is subject to 
the normal procedure under the Sra (Finance) Regula- 
tions. 


ndence may be registered but not insured ; the 


limit of weight is 2 oz. Newspapers and other printed matter 
cannot be despatched without a censorship permit. No money 
order or parcel post service is available. There is no air 


mail to Bulgaria ; for the time being an air mail service only | 


will be available to Finland. 

-Bulgarian and Finnish owned property in the United 
Kingdom will continue to be under the control of the Trading 
with the Enemy Department and the Custodians of Enemy 
Property. 

Applications and enquiries by persons in the United 
Kingdom about British property in Bulgaria and Finland 
should be addressed to the Consular Department,of the 
Foreign Office. 
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